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WORLD NEWS 


Shipowners using 
new Australian 
docks group face 
worldwide action 

International shipping Unas are 

threatened wfth worldwide industrial 
action if they use the discount steve- 
doring services of a new Australian 
operator. The group was set up by a 
farmers* lobby in an attempt to break 
the hold of the country’s powerful 
maritime union. Page 6 

C&nfeHi hafts 'African renaissance 1 

US President BUI Clinton began a 
six-nation tour of Africa hailing what 
he described as the ‘‘beginning of a 
new African renaissance'. Page 7 

Channel tuimel fire ‘arson’ 

The fire in the Channel rail tinnel 
between France and England in 1996 
was probably the result of arson, a 
French fucfieiaJ Inquiry concluded. 

1 10 


Carmakers fend off emission laws 
European carmakers appear to have 
fended off laws forcing them to cut 
carbon dioxide emissions aftw volun- 
teering a 25 per cent reduction by 
2008. Page 3 

Greens’ poficy cost votn 

Germany's environmental Green 
party suffered a drop bn support In 
murid pai elections at Schtoswig- 
Holstein after saying it would triple 
petrol prices. Page 2 

Was! Bank rift deepens 

US Mldde Bast envoy Dennis Ross 
Is due to arrive in Israel amid grow- 
ing cflsagreement within the Israel 
government over how much West 
Bank laid to hand to the Palestin- 
ians. Page 7 

Serbs angry at schoob deal 

Thousands of Serbs demonstrated in 
Kosovo against an agreement to 
aHow Albanian students to rstun to 
state schools and colleges for the 
first time in more than seven years. 
Page2 

Mom seeks environment talks 

European Union trade-commissioner 
Sir Leon Britten called for a trade 
and environment meeting to break 
thelo^am on these Issues In the 
World Trade Organisation. Page 6 

CtaffBan to be HJ) bead 

Chile's a mb assador to the United 
Nations, Juan Somavfa, was voted 
next head of the Geneva-based 
International Labour Organisation. He 
will succeed Michel Hanasnne of Bel- 
gium. Page 7 

Abortion niton npMd 

The US Supreme Court let stand a 
lower court decision that ruled 
unconstitutional Ohio’s attempt to 
ben same tale-term abortions. 

Pages 

Japan rates out income tax cuts 

Japan’s ruling Libera) Democratic 
party nJsd out including Income tax 
cuts in an economic stimulus pack- 
age. Page 18 

Hong Kong get* Interactive TV 

Hong Kong became the first big city 
to be plugged in to fully interactive 
television. Page 4 

GTecb to answer questions 

Officials from US lottery company 
GTech wtU today meet the regutator 
of the UK's National Lottery to 
answer concerns about whether the 
company is fit to be involved in run- 
ning ft. Page 10 

Hatu rebels U 20 

Hutu rebels in Rwanda kidnapped 
seven Roman CethoBc nuns and 
kilted 20 chfltans In attacks on a 
health centre and a viHaga, a military 
official said. 

Koto dose university 

Nairobi university was dosed as riot- 
ing students protested at cuts In 
education spending. 


BUSINESS NEWS 


Elf Aquitaine to pay 
$528m for 5% 
stake in Russian 
oil giant Yuksi 

Bf Aquitaine of France Is linking wtth 
fellow oH company Yuksi of Russia 
by paying $528m for a 5 per cent 
stake, valuing the company at 
$10.4bn. Yuksi is one of the world’s 
largest private sector oil companies 
in terms of proven reserves. Page 19 

Northrop Grumman stock tost more 
Ground as US regulators fulfilled their 
threat of court action to block the 
aerospace company’s $9bn merger 
with Lockheed Martin. Northrop 
Shares were $104% by noon In New 
York, having stood at $139 lata last 
month. Page 19 

Continental of Germany, the world’s 
fourth largest tyre company, plans to 
open Its first manufacturing plant In 
Russia. The Russian plant would use 
Continental's new modular manufac- 
turing process. Page 19 

Gazprom, Russia's gas monopoly, is 
set to land a 12-year contract next 
month to supply Bulgaria with nateral 
gas. The deal Is expected to Indude 
large-scale transfers to Turkey via a 
pipeline. Pages 

CKS, the French state regional 
banking group, Is set to be valued at 
more than FFrISbn ($2£bn) as a 
result of bids for Its privatisation. 
Bidders Banque Nationaie de Paris 
and Credit Commercial de France 
ware rejected yesterday. Page 23 

Cendant, world's largest consumer 
services company, agreed to acquire 
American Bankers Insurance Group, 
the big US quoted credit Insurer, toi a 
cash-and-stock deal worth $3.1 bn. It 
wifi also pay $1.3bn for National 
Parking Corporation of the UK. Page 
19; Lex, Page 18 ; Cendroit signals 
Intent , Page 26 

Istituto Bancarfo San Paolo dl 
Torino, Italy's largest com m erc ia l 
bank, saw net group profits last yew 
plunge 72 per cent to LI 68bn ($93m) 
from L0O3bn in 1996. Page 23 

Atlantic Richfield, West Coast 
energy jpoup, is selling' its domestic 
coal operations to Arch Coal for 
$1.1 4bn. making Arch the second 
biggest coal producer in the US. 

Page 25 

Tomkins, the UK conglomerate, has 
paid $187m for Schrader-Bridgeport, 
the US tyre valve and fluid control 
component maker. Page 28 

Indonesia nearly doubled Its Interest 
rates to boost the rupiah and curb 
inflation. The move boosted the cur- 
rency to Rp8,900 to the US dollar. 
Page 4; Currencies, Page 29 

AMP, Australia's largest fund 
management and Insurance group, 
wants to be aflawed to hold Its own 
shares after Its planned June stock 
exchange listing. Page 24 

Hang Seng Bank, Hong Kong 
subsidiary of HSBC Holdings, 
appointed Vincent Cheng, Hongkong 
Bank executive director, as acting 
chief executive and vicerchahman. 
Page 24 

Hong Kong retail sales dropped 
more than 11 per cent by value and 
volume hi January as the regional cri- 
ste shook consumer confidence. 

Page 4 

Japanese car sales fen steeply for 
the country's five leading manufac- 
turers In February compared with a 
year earlier. Page 4 
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Yeltsin sacks 
his prime 
minister and 
entire cabinet 

Surprise Russian bloodletting in 
pursuit of ‘dynamism and initiative’ 


By Ctaystla Freeland, John Thorahffl 
and Layla Boulton In Moscow 


Russian president Boris Yeltsin 
yesterday sacked his prime min- 
ister and dismissed the entire 
cabinet in the country's most 
sweeping political overhaul since 
the violent conflict between par- 
liament and the Kremlin In 1993. 

The nhiaf nasnait ja p of the sur- 
prise political bloodletting were 
Victor Chernomyrdin, the long- 
serving prime minister, and Ana- 
toly Chubais, the architect of 
Russia's market reforms. Both 
were personally dismissed by Mr 
Yeltsin, who demanded "new 
views and fresh approaches and 
ideas". 

Sergei Kiriyenko, the 36-year- 
old minister of fuel and energy, 
was appointed first deputy prime 
mfnisripr and acting prime minis- 
ter. In spite of his youth and rela- 
tive inexperience, a Kremlin offi- 
cial described Mr Kiriyenko as 
“the most likely, the strongest 
and the most realistic candidate” 
to be presented to parliament as 


Mr Yeltsin's new prime ministe- 
rial choice. 

In a brief and carefully edited 
television appearance, Mr Yeltsin 
said that “an the whole" the out- 
going cabinet had done its job. 
However, he said Russia needed a 
new team, with more “dynamism 
and initiative" and a greater 
focus on ordinary Russians. “We 
are still lagging behind in the 
social sphere. People do not feel 
any change for the better," Mr 
Yeltsin said. 

However, it was not immedi- 
ately dear how the reshuffle 
would affect government policy 
and Russia's constitutional 
arrangements, tncinriing the diffi- 
cult issue of who would succeed 
Mr Yeltsin if the ailing leader 
were to die in office. 

Russia’s financial markets 
were initially stunned by the 
news, but recovered by the end of 
the day. The government was 
forced to postpone a planned 
eurobond issue, its first foray 
back into global capital markets 
since the Asian crisis. 



Halo, goodbye; Boris Yeltsin with sacked PM Victor Chernomyrdin (toft) at the Kramfln yesterday. Picture: Reuters 


Some observers hoped Mr Yelt- 
sin would pick a strongly reform- 
ist h*»Tn But, at least initially, 
the departure of Mr Chubais is 
expected seriously to weaken the 
reform faction and increase the 
influence of Russia's business 
magnates. 

The decisive question is who 
Mr Yeltsfn chooses as Mr Cherno- 
myrdin's permanent replace- 
ment. In addition to Mr Kiri- 
yenko, candidates include 
Grigory Yavlinsky, head of the 
opposition Yabloko party, Yegor 
Stroyev, the ex-communist 
speaker of the upper house of 
parliament, and Boris Nemtsov, 
the acting first deputy prime 
minister. 

According to the Russian con- 
stitution, Mr Yeltsin must pres- 
ent his nhrrina to the rimwa, the 
lower house of the Russian par- 
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liament, in the next. two weeks. 
That requirement has raised the 
spectre of a new political crisis. If 
the left-leaning duma rejects the 
president’s candidate three times 


in a row - a distinct possibility if 
Mr Yeltsin settles on a strong 
reformer - the president then 
has the right to dissolve the par- 
liament. 

It was not clear what future 
political roles, if any, would be 
played by Mr Chernomyrdin and 
Mr Chubais. ■ 

Mr Chernomyrdin has been 
entrusted with “preparing” for 
the presidential elections in 2000, 
while Mr nhnhaia said he might 
take up a senior role at Unified 
Energy Systems, the national 
power company. 

However, Mr Yavlinsky echoed 
many observers saying “this Is 
the end of his (Mr Chernomyr- 
din’s] political career". 

New man pledges conttauBy, Page 2 
Editorial Comment aid Tsar of al be 
surveys, Page 17; Lex, Page 18 
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By Frederick Studemaan to Munich 
and Hichad Waters to New York 


media group buys Random House 

Bertelsmann boosts position as world’s biggest book publisher 


A new giant In US book 
publishing was unveiled yester- 
day with the announcement that 
Bertelsmann, the German media 
group, is to buy Random House, 
the New York-based publisher, 
from the media tycoon S. L New- 
house. 

The merger of Random House 
- whose imprints include Alfred 
A Knopf; Pantheon and Fodoris 
Travel Guides - with Bertels- 
mann’s existing book interests in 
the US - Bantam and Doubleday 
Dell - will create the biggest 
trade book publishing company 
in the English-speaking world 
with sales of about $L5hn. 


Bertelsmann is the world's 
third biggest media company and 
the biggest book publisher. 

The details of the acquisition 
were not announced, though ana- 
lysts In the US estimated the cost 
at $1.5bn-$2biL Random House, 
whose authors include Michael 
Crichton, John Le Carre and 
Cdtin Powell, has one of the best- 
known nanraa In t he publishing 
of so-called “trade" books, the 
general Interest texts sold 
through bookstores. 

The acquisition will accelerate 
the foreign invasion of the US 
publishing industry, leaving fior- 
eign-owned publishing houses 


with more than SO per cent of 
trade book sales in the US for the 
first time, according to Subtext, 
an industry publication. 

Random House rose to promi- 
nence during the 1990s under the 
guidance of Harold Evans, a far- 
mer British newspaper editor. Mr 
Evans fuelled the escalation of 
huge advances to authors by pay- 
ing large sums for books by Colin 
Powell and Marlon Brando, 
among others. He left the com- 
pany late last year, 1 at a time 
when Random House, along with 
other publishers, was starting to 
turn its back on the payment of 
multi-million dollar advances. 


With about $1.2hn of annual 
revenues, two-thirds of them in 
the US. Random House Is the 
largest publisher of trade hooks. 
Its nearest rivals are Viacom’s 
Simon and Schuster, which has 
been put up far auction. News 
Corporation’s HarperColhns, and 
Penguin Putnam, owned by Pear- 
son, the UK group which also 
owns the Financial Times. 

Mr Mark Wfissner, Bertels- 
mann’s chairman, said the Ran- 
dom House acquisition was in 
line with the group's strategy of 
bolstering its core publishing 
division and strengthening its 
position in the US. “This merger 


gives us added strength in a 
hi ghly competitive market which 
has already ... been marked by 
mergers,” he said. 

He said once the acquisition 
was cleared by competition 
authorities, Bertelsmann would 
group all its book publishing 
activities in the US under the 
Random House name. Peter 
Olson, chief executive of Bertels- 
mann Book Group North Amer- 
ica, will head the merged 
company. 

Following the acquisition, 
about a third of Bertelsmann’s 
group turnover of DM25bn 
($13.7bn) will be in the US. 


Observer, Page 17 
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Nempuku diverts $4bn 
to foreign managers 


By &&ian Tett to Tokyo 


Nempuku, Japan’s largest public 
pension fund group, allocated 
about half its Yl,000bn ($7.6bn) of 
new funds to foreign managers 
last year, in a striking turn- 
around from previous years when 
the group distributed almost all 
new funds to Japanese life assur- 
ers, companies and trust banks to 
manage. 

The shift comes as western 
asset management companies 
scramble to increase their pres- 
ence in Japan. Last week, Dresd- 
ner Bank announced an alliance 
with Meiji Life to manage pen- 
sion money, the latest in a string 
of such links. 

Hiroshi Nakagawa, managing 
director of Intersec, a pension 
consultant, said: “This [allocation 
by Nempuku] is absolutely amaz- 
ing. It is a huge increase in tbs 
foreign share.” 

Nempuku, also known as the 
Pension Service Public Welfare 
Corporation, acts as a pension 
fund manager for the Ministry of 
Health and Welfare. With assets 
of YM.OOObn under management 
it is one of the largest pension 
fund manag ers in the world and 
other Japanese pension fund 
managers follow Its actions 
Closely. 

In the past three years, Nem- 
puku has started to distribute 
money to foreign groups to boost 
its returns and in 1996 non- 
Japanese companies received 15 
per cent of the new mandates. 


Nempuku does not officially 
p ublish the distribution of funds, 
but data circulated to thp panto on 
industry recently shows that of 
the YLOOObn of new money allo- 
cated in fiscal 1997, some Y520bn 
was given to non-Japanese man- 
agers. These included several US 
groups: Citi trust, the asset man- 
agement arm of Citicorp, was 
awarded YlSObn, Morgan Stanley 
received YlOObn, Goldman Sachs 
YlOObn, and Bankers Trust 
Y50bn. Schroders, the UK fund 
manager, also received YSObn 
and other groups Y40bn. 

The decision to award more 
money to foreign companies 
reflects a more market-based 
approach. One Japanese govern- 
ment official said: “Nempuku is 
starting to allocate money 
according to performance. That is 
s omething new." 

Some companies have already 
changed their pension policies. 
Sony, the electronics group, 
recently cancelled its contracts 
with life assurance companies 
and now uses foreign gr ou ps to 
manage about half its funds. 
Sony said: “Even thoug h some 
life insurance companies have 
good returns, they didn't meet 
our requirements.” 

The total foreign share of the 
pension sector is 7.6 per cent, 
according to Intersec. 


Lex, Page 18 
Tokyo s&ndus, Page 18 
Foreign partwpattoa and Japanese 
Mb, Page 24 
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Yeltsin’s new man pledges continuity 


By John ThoraHi Is Moscow 

As always In Russia, 
everything changes and 

nothing rhangpg 

With his characteristic leg' 
erdemain. President Boris 
Yeltsin yesterday signalled 
“momentous” changes by 
sweeping away his entire 
government. Yet in the wms 
breath, he declared that eco- 
nomic policy would remain 
exactly the same. 

Mr Yeltsin said the reshuf- 
fle signalled "our desire to 
impart more energy and 
more efficiency to economic 
reform, to give it an addi- 
tional impetus, a fresh 
momentum”. 

He added: “I think the 
members of the cabinet need 
to focus better on the solu- 
tion of concrete economic 
and social issues. They 
should be less involved in 
politics." 

That lesson certainly 
appeared to have been taken 
on board by Sergei Kiri- 
yenko, the 35-year-old energy 
minister who was - to the 
surprise of all, including 
himself - appointed acting 
prime minister. 

Instead of returning home 
early for his daughter’s 
birthday yesterday, Mr Kiri- 
yenko found himself with 
primary responsibility for 
tackling Russia's economic 
troubles - at least temporar- 
ily- 

Sitting calmly in the midst 
of a frantic press conference, 
he refused to answer any 
questions that touched on 
politics, saying his chief task 
was simply to fulfil the 
instructions contained in Mr 
Yeltsin's state of the nation 
address in February. 

The balding, bespectacled 
Mr Kiriyenko said his imme- 
diate concerns were to pay 
off wage arrears, tackle the 
consequences of the fall in 
oil prices (which has already 
been partly reversed by the 
decision of several leading 
oil producers to cut produc- 
tion), and deal with the prob- 
lems of spring floods and 
coal industry restructuring. 

-There will be no new gov- 
ernment programme,” he 




In and out KMyenko (left) becomes ac t i n g prem i er; Chubais. Chernomyrdin and Nemtsov pen to right) were 
President Yeltsin but the economic reform progra mm e is expected to continue Pictures AP/Heutere 


sacked yes te r da y by 


said. There will be a conti- 
nuity of policy." 

In some respects, the gov- 
ernment reshuffle canes at a 
benign time for the Russian 
economy. Russia has 
endured the worst of the 
financial turmoil that fol- 
lowed Asia's economic melt- 
down. The redenomination 
of the rouble has passed off 
successfully, giving addi- 


tional credence to the gov- 
ernment’s forecast that infla- 
tion will fall to less than 10 
per cent this year. 

After a decade of contrac- 
tion. the economy has 
started growing again, albeit 
slowly. The finance ministry 
is forecasting economic 
growth of 15 per cent in the 
first quarter of 1998. 

Even the pressures on 


Russia's strained public 
finances appear to be easing, 
with sharply higher tax reve- 
nues in the first two months 
of the year. All this provides 
some hope that the average 
Russian may finally start to 
see the benefits of economic 
reform, as Mr Yeltsin 
desires. 

Anatoly Chubais, the out- 
going first deputy prime 


minister and the leading 
reformer In the government, 
certainly appeared sanguine 
about his move - in sharp 
contrast with the previous 
occasion when he was 
sacked from the government 
in January 1996. At that time 
he railed a gains t the dangers 
of changing economic 
course. 

"The perspective for the 


'Nothing will change for us’ 


By Layla Boulton in Moscow 

Russia's reaction to the 
sacking of the government 
yesterday ranged from baf- 
fled concern among the elite 
to profound Indifference 
among ordinary people. 

This is the end of a whole 
era of reform pursued by 
Gaidar, Chubais and Cherno- 
myrdin," said Mikhail Ber- 
ger, editor of Sevodnya 
newspaper, referring to the 
market reforms started by 
Yegor Gaidar In January 
1992 and continued by Ana- 
toly Chubais and Victor 
Chernomyrdin, the first dep- 
uty prime minister and pre- 
mier who lost their posts. 
“But 1 don’t aee any eco- 


nomic logic or what the 
political deal is behind this.” 

Liberal intellectuals were 
particularly worried by the 
departure of Mr Chubais, 
with some seeing It as the 
work of a group of business- 
men dose to the corridors of 
power. 

“I don't see anything 
fri ghtening in this, but I'm 
sorry about Chubais," said 
Yuri Senokosov, a philoso- 
pher. The country needs a 
man like him to pursue 
long-term economic reforms 
separating the state from the 
economy." 

This is not a change of 
course because the acting 
premier is a member of the 
reformist team,” said Lev 


Rasgpn, a member of Presi- 
dent Yeltsin’s commission 
for granting pardons to 
those sentenced to death. 

But Mr Razgon, a former 
inmate of Stalin's labour 
camps, said the move was a 
“political manoeuvre” by Mr 
Yeltsin to avoid a review of 
the government’s perfor- 
mance scheduled by parlia- 
ment for April 10. This was 
cancelled yesterday. 

Investors were unsettled 
by the prospect of fresh 
political uncertainty. The 
most likely outcome is that 
Yeltsin will come up with a 
cabinet that is no better or 
worse than the previous 
ones." said Fredrik Lekman, 
chief investment officer at 


Renaissance, the Russian 
investment bank. That is 
not good for the markets. I 
think the risk premium for 
investing in Russia will go 
up." 

Weary and frustrated, 
indifference was the most 
common reaction on the 
streets of Moscow yesterday. 
“Everything has changed for 
those in power but nothing 
will change for us,” said 
Sveta, a toyshop assistant 

“If they had stayed on, we 
might have had some stabil- 
ity," said Lena, a doctor. 
“But now they're going, 
everything's up in the air 
again." 

Additional reporting bp 
Simon Davies 


reformers Is quite good.. It’s 
even better than now,” he 
said yesterday. 

In spite of their early jttr 
ters, foreign investors 
appeared to take the same 
view as Mr Chubais. After 
an initial slide, the Russian 
stock market closed 2 per 
cent higher. 

Mark Cooke, chief invest- 
ment officer lor Brunswick 

Capital Management, a Lon- 
don-based Investment fund, 
said his fond had been buy- 
ing shares yesterday morn- 
ing while the market was 
panicking. 

“The important thing to 
stress is that, with all the 
deviations from the path, tbp 
direction is still clear. The 
struggle [for reform] contin- 
ues." he said. 

Yet paradoxically, the big- 
gest danger to economic 
reform could now be the 
political Instability that Mr 
Yeltsin has just created. 
Every government bureau- 
crat will doubtless cower 
under their desk until the 
personnel changes are com- 
plete. There is a clear risk of 
policy paralysis after the 
removal of the two most 
senior members of the gov- 
ernment. 

The Russian government 
was forced yesterday to post- 
pone a planned eurobond 
offering. It will be weeks 
before a permanent prime 
minister is approved by par- 
liament, the new govern- 
ment is bedded down, and 
the reform course is made 
clear. 

“Even if the best possible 
scenario comes to pass, that 
should s tm entail a hi ghw 
risk premium in the price of 
Russian securities than at 
any time since Yeltsin's re- 
election in 1996," concluded 
one stockbroker’s research 
report last night 

With the removal of Rus- 
sia’s two leading reformers, 
the whole reform process is 
about to experience its most 
serious test: have the 
policies embodied by power 
ful individuals been effect 
ively translated into 
principles enshrined by insti- 
tutions? 


Legal moves against World Cup organisers 


By Emma Tucker ki Brussels 
and David Owes in Paris 

The European Commission 
will today start formal legal 
proceedings against France's 
World Cup organisers for 
rigging ticket sales in favour 
of French supporters, and 
for refusing to make aU the 
remaining 160,772 unsold 
tickets available exclusively 
to non-French spectators. 

A Commission official said 
that Jacques Lambert, the 


director-general of the 
Comite Franpals d 'Organisa- 
tion, had telephoned the 
Commission last night offer- 
ing to seD the rest of the 
tickets on a first-come, first- 
served basis that would 
include French nationals. 
The CFO is the organisation 
which is running France 98, 
as the World Cup is known. 

“This is not good enough," 
said a Commission official of 
the CFO head's offer. The 
European Commission hag 


the power to fine the CFO up 
to 10 per cent of its turnover. 

Brussels challenged the 
CFO on its ticket sales policy 
last month, after it received 
complaints from national 
federations about the short- 
age of tickets for sale outside 
France. The commissioner 
responsible for competition 
policy, Karel V,an Mlert. 
accused the CFO - which 
was allowed to sell 60 per 
cent of World Cup tickets 
directly - of discriminating 


in favour of French fans. 

He based this accusation 
on the grounds that these 
tickets could be bought only 
by telephoning a number 
that can be dialled only 
within France or via the 
French Mini tel teletext sys- 
tem. Purchasers are also 
under ah obligation to pro- 
vide a: French mailing 
address. 

The remaining tickets 
which are available for sale 
represent a mere 6LS per cent 


of the total number of tick- 
ets. 

The CFO said last night it 
was proposing to put 50,000 
of the remaining tickets at 
the disposal of foreign feder- 
ations. The others would be 
sold by the committee 
throughout Europe. 

Explaining the CFO's 
refusal to exclude the 
French public from access to 
the remaining tickets, Mr 
Lambert said that to do so 
would “create a situation of 


discrimination in reverse". 

It would “prevent buyers 
in France, and only buyers 
in France, from being able to 
buy a single ticket for a spe- 
cific game of their choice”, 
he said. Such a curb would 
be "felt in France as a pro- 
found injustice and would be 
totally at odds with the 
desire of the committee and 
of the government to give a 
popular and festive- charac- 
ter to the World Cup in all 
countries". -I 


Voters punish Greens 
for petrol price threat 


Spain eyes lower deficit 


By Peter Norman In Bom 

Germany’s environmental 
Green party has learned the 
cost of interfering in the 
nation’s love affair with the 
automobile. 

As Sunday’s municipal 
elections in the northern 
German state of Schles- 
wig-Holstein revealed a drop 
of 85 percentage points to 
65 per cent in Green sup- 
port, glum local party lead- 
ers trooped before the televi- 
sion cameras to explain how 
Green plans to triple petrol 
prices to DM5 ($2.70) per litre 
in 10 years’ time had 
resulted in a dramatic fall in 
voter support, compared to 
local elections four years 
ago. 

Although German munici- 
pal elections generally focus 
on local matters. Sunday's 
Schleswig-Holstein polls 
assumed national signifi- 
cance as the first test of 
voter opinion since the nom- 
ination of Gerhard SchrOder 
as the opposition Social 
Democratic party’s chal- 
lenger to Helmut Kohl for 


the chancellorship In the 
September 27 general elec- 
tion. 

The elections also took 
place just two weeks after 
the Greens, who hope to be 
the SPD's junior partner in a 
coalition in Boon, included 
the promise of gasoline at 
DM5 per litre in their elec- 
tion. platform for the 
autumn. 

For the Greens, the Schles- 
wig-Holstein result was a 
warning that voters are 
looking much more closely 
at the party's election prom- 
ises now that it has a chance 
of sharing power nationally. 
Joschka Fischer, Green 
leader in the Bundestag, 
Bonn’s lower house of parlia- 
ment, yesterday described 
Sunday’s result as a defeat. 

He strongly criticised a fa- 
low Green MP, Halo Saibold, 
who on polling day cast a 
shadow over that other cher- 
ished aspect of German life: 
the annual or twice-yearly 
holiday abroad. 

Interviewed by Bild am 
Sonntag newspaper, Ms Sai- 
bold, the Green tourism pol- 


icy specialist, called for a big 
increase in the price of jet 
fuel so that Germans would 
only fly on holiday once 
every five years. 

The SPD's local and 
national leadership agreed 
that the party’s 2.9 point 
gain to 43.4 per cent was a 
further step towards victory 
in September. 

While Peter Hintze, gen- 
eral secretary of Mr Kohl's 
Christian Democratic Union, 
bailed a L6 point increase in 
the CDU vote to 39.1 per cent 
as an “encouraging signal", 
local leaders said the party 
would have performed better 
but fin- “negative influences" 
from the Bonn government 

Sunday’s elections saw 
support for the small Free 
Democrat party advance to 
4.8 per cent from 4.4 per 
cent They were also marked 
by a record low turnout of 
625 per cent of the 25m citi- 
zens entitled to vote. Heinz- 
Wemer Arens (SPD), presi- 
dent of the state legislature 
in Kiel, said this showed all 
parties must work harder to 
reach the voters. 


By David White m Madrid 

An investment-led surge in 
growth prospects has led the 
Spanish government to trim 
roughly another Ptal60- 
I65bn (51 bn) off its expected 
budget deficit this year. 

Spain's overall public defi- 
cit, which came in below 
forecasts last year at 2.6 per 
cent of gross domestic prod- 
uct, had been expected to 
fell to 2.4 per cent 

Cristobal Montoro, state 
secretary for the economy, 
confirmed yesterday that 
Spain was now chairing a tar- 
get of 2.2 per cent, and 
described the new figure as 
“a political commitment”. 
He said this was made possi- 
ble by higher tax revenues - 
resulting from economic 
growth as well as lower 
interest rates on public debt 


The revision is meant to 
underline Spain's credentials 
for participating in the Euro- 
pean single currency, just 
before the European Com- 
mission and the European 
Monetary Institute present 
their reports on the candi- 
date countries. 

Spain has meanwhile 
upgraded its growth forecast 
for this year from 3.4 per 
cent - which would have 
been the same as last year’s 
- to 3.7 per cent. 

Mr Montoro said the revi- 
sion 'mainly reflected a 
strong trend In equipment 
spending by Spanish compa- 
nies. Overall investment 
growth for the year is now 
put at 85 per cent, compared 
with an IwIHhI forecast of 65 
per cent. 

The growth trend has also 
affected the employment out- 


look, with the government 
now expecting the net cre- 
ation of at least a further 
350, 000 jobs this year. 

This would mean the cre- 
ation of almost 900.000 jobs 
in the three years from 1996, 
the year the centre-right 
Popular party came to 
power. A similar number of 
jobs were lost in the reces- 
sion of 199394. 

Spain, with the highest 
unemployment rate in the 
European Union, was now 
creating jobs at five times 
the average EU rate, Mr | 
Montoro said. The jobless j 
rate, still standing officially 
at Just over 20 per cent, ! 
could be cut by 15 per cent a 
year and in six or seven 
years Spanish unemploy- 
ment would no longer be out 
of line with the rest of the 
EU. 


NEWS DIGEST 


FRENCH ELECTRICITY 


Minister intervenes in EdF 
management dispute 

France's finance minister, Dominique Strauss-Kahn, was obliged 
to intervene yesterday to head off an Increasingly bitter dispute 
among the top management of EdF, the state-run electricity com- 
pany, over how the utility should be run. 

Mr Strauss-Kahn catted In Edmond Atpharafery. the EdF chair- 
man, together with Pierre Daurte, the managing director and 
career company man. The two men are at loggerheads. 

A laconic note from the finance ministry after the meeting said 
Mr Strause-Kahn had 'taken note of their wflRngness to work 
together". An EdF statement also Indicated the two had agreed to 
respect their different management roles. 

Last week five senior members of the EdF management wrote 
to the finance minister, urging him to intervene in the dispute 
between Mr Alphandary and Mr Duarte because It risked paralys- 
ing dacWon-maklng In the run-up to next year’s deregulation of 
the European electricity market. 

Mr Alphandfry was appointed fri November 1995 but his 
attempts to stream Una management have come up against strong 
in-house resistance- Robert Graham, Paris 


CORPORATE PROFITS _ 

Danish tax cut promised 

Danish business received good news or two fronts yesterday 
when the government promised a reduction in corporate profits 
tax and fears of a strike by industrial, building and transport 
workers were lifted. 

The prime minister, Poul Nyrup Rasmussen, who heads a 
minority government, promised a reduction In the 24 per cent 
corporate profits tax when he presented a policy statement 
agreed between the coafitian partners. 

The reduction was not specified. The cut win, however, be 
financed by broadening the tax base, the statement said. 

Strike fears were removed when the Federation of Danish 
Industries and the manufacturing Industry trade union cartel, CO 
IndusW, agreed to conclude a new, two-year deal on wages and 
working conditions- Hilary Barnes, Copenhagen 


CZECH ECONOMY 


Trade drives GDP growth 

Czech growth was a feeble 1.0 per cent last year, but gross 
domestic product rose In the final quarter by 25! per cent com- 
pared with the same quarter of 1 996. \ 

The Czech Statistics Office (CSU) revised its figures for GOP 
growth in the second and third quarters to show a rise of 0.5, per 
cent and a fafl of 0.1 per cent respectively. 

These Agues demon s trate the impact of the government's aus- 
terity measures and the rise In interest rates as wed as extensive' 
fkxxSng last July. 

Though government spending, private consumption and invest- 
ment remain subdued, growth Is being driven by trade, particu- 
larly with Germany, which absorbs 35 per cent of Czech exports. 
February's trade deficit hit a three-year low of K£3.6bn {1106m}, 
as exports jumped 45 per cent on the same month of 1996 and 
Imports rose only 23 per cent Robert Anderson, Prague 


POLISH SURVEY 


Catholic clergy back EU 

Poland's Roman Catholic clergy overwhelmingly support the 
country’s entry into the European Union, according to a study 
conducted by the Institute of Public Affairs (ISP), an Independent 
tWnk-tank- 

Wlth Poland's EU membership talks due to start in a week, 84 
per cent of a representative sample of parish priests say they 
back EU entry. But the same number opt for an EU in which 
states retain their sovereignty, while a mere 14 per cent back a 
federalist model for the Union. 

' Priests remain important opinion-formers, especially In the 
countryside, where around 40 per cent of the population Uvea. 
Currently 64 per cent of Poles back EU entry. 

The result belies Polish priests’ image as a conservative force 
afraid of change and thus Hkaty to oppose EU membership. The 
ISP-notes that priests travel more and have a greater knowledge 
of foreign languages, mainly German and English, than the popu- 
lation at large. Christopher BoMnsid, Warsaw 


TURKISH ISLAMISJS 

Yilmaz promises action 

Turkey’s prime minister, Mesut Yilmaz, yesterday promised a new 
government assault on Islamist activism, In line with the wishes of 
the secularist army. 

He said the conservative-led coalition had prepared draft laws 
to tighten state controls on fcrtamlc dress, education and protests. 

"The draft laws which were prepared by our government wtll be 
sent to parfl ament after being discussed at the cabinet meeting," 
he said. 

The minority government was shaken at the weekend by an 
army statement that strongly criticised Mr Yilmaz for foiling to do 
enough to combat what it saw as an Islamist challenge to Tur- 
key’s official secular order. 

The prime minister promised that the authorities would keep a 
dose eye on the Islamists' finances. The monetary sources of 
fundamentaHsm will, be monitored In co-ordination with the 
finance ministry. ’ he said. 

Mr YJJmaz says hte government, formed last yew to keep the 
Islam-based Welfare party from power, needs no promp t ing from 
the army. Welfare was outlawed by the constitutional court last 
month on charges of threatening secularism. Reuters, Ankara 


Serb fury at Kosovo school deal 


CONTRACTS & TENDERS 

TAX ADMINISTRATION REFORM CONSULTANTS 

CENTRALBOAED OF mm (CBR) G0VERMMT0FPAE1STM 

The Central Board of Revenue is seeking (under a proposed World Bank/PKRD funded project) 
Expressions or Interest by April 25, 1998, from Consulting Finns with cross country experience 
(specially develop mg countries) in advising Govemment/Tkx Authorities on Du Administration Reforms 
for enhaixxd revenue collection, efficiency and facilitation through Re-meiit*rnrre of Prac*ss*t and 
IT fnp pert- Interested firms: (i) must provide information indicating that they are 
qualified to perform the Services (brochures, description of similar assignments, experience In similar 
.vmrikintm, a vailability nf appr op riate skills among staff), and (ii) obtain farther information from: 

Mr Rinz A. Malik, Secretary, Restructnring Committee, 

Central Board of Revenue, JHamab»d, Pakistan 
TO: 924)1-9207472 Fax: 92-51-9205308 


By Guy Dtamore 
to Prtsttan, Yugoslavia 

Tens of thousands of Serbs 
demonstrated yesterday in 
the troubled province of Kos- 
ovo against an agreement to 
allow Albanian students to 
return to state schools and 
colleges for the first time In 
over seven years. 

Even as the ink was dry- 
ing on the agreement, signed 
by a Serbian government 
minister and a leader of the 
main ethnic Albanian party 
in Kosovo, angry Serb stu- 
dents hurled abuse at Vin- 
cenzo Paglia, a Catholic 
priest from the Rome-based 
St Egidio community which 
negotiated the accord. 

“Get out you ga r bage, you 
idiots." shouted the students - 
in Pristina University, where 
Monsignor Paglia tried to 
explain that the agreement 
was intended to defuse the 


ethnic conflict in Kosovo 
and mark a first step 
towards the co-habitation of 
the two communities. 

Under the accord, ethnic 
Albanian students will 
return to state institutions 
in phases by June 30. Hie 
two sides foiled to agree on a 
joint teaching programme, 
so Albanians and Serbs will 
be taught in separate shifts 
in their own languages with 
different curricula. 

Most Albanian students in 
Kosova have been studying 
in private homes, shops and 
garages since boycotting, 
state institutions in response 
to the dismissal of many of 
their teachers in 1990 and 
the imposition of a new edu- 
cation system in the Serbian 
language by the central gov- 
ernment in Belgrade. 

The agreement was the 
first sign of compromise 
between the two sides since 


Serbian police killed over 80 
Albanians in raids on sepa- 
ratist rebel strongholds In 
central Kosovo. Albanians 
make up about 90 per cent of 
Kosovo's 2m people and gave 
strong support to Ibr ahim 
Rugova, their pro-indepen- 
dence leader, in elections on 
Sunday that Belgrade said 
were illegal 

Western governments 
have pressed Slobodan Mil- 
osevic, the Yugoslav presi- 
dent, to make progress on 
the long-stalled education 
issue, but commentators on 
both -sides believe it has 
come too late to prevent 
what could well develop Mo 
a Bosudan-style ethnic war. 

• Some diplomats believed 
that Mr Milosevic had made 
the compromise in an effort 
to avert the threat of further' 
sanctions, knowing that seg- 
regation of schools would be 
rejected by the nationalistic 


Serb community. 

Western foreign ministers 
will meet in Bonn tomorrow 
to decide whether to adopt 
further punitive measures 
against Belgrade in response 
to the crackdown. 

Serb student leaders from 
Pristina University 
denounced the agreement at 
a rally of more than 80.000 
Serbs in the city centre as a 
“betrayal", of the Serbian 
people in Kosovo. 

The student leaders 
insisted that Albanians fol- 
low the state curriculum in 
the Serbian language: 

Radivoja Papovic, the uni- 
■ varsity’s fiercely nationalist 
dean, drew loud cheers from 
the. crowd when he described 
the ' accord as a concession to 
“separatist terrorists". 

“The" Albanians should 
understand, that they have to 
live with us. We don’t have 
to live with them,” he said. 
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. ^ P ms PRESIDENT sees dangers in local centre-right allian ces with n ationa l fron t tokeep powe r 

Chirac gives 
warning on 
extremists 


By Robert Graham in Paris 

President Jacques Chirac 
yesterday stepped in to add 
his weight to concern in the 
French political establish- 
ment over moves by centre- 
right politicians to forge 
l ocal alliances with the 
extremist National Front 
after regional elections. 

At short notice, the presi- 
dent decided to make a 
nationwide television broad- 
cast to wain of the dangers 
to French democracy of any 
emb race with the National 
Front 

Officials at the Elys£e pal- 
ace declined to reveal the 
content of his speech, due at 
8pm local time, but they said 
the president was likely to 
make plain his view that the 
National Front was racist, 
authoritarian and against a 
single European currency. 

The president's interven- 
tion also appeared designed 
to bolster the Gaullist RPR 


and the moderate UDF, 
which risk being the chief 
losers in the 1 debacle tha t 
now threatens the French 
centre-right 

Last Friday leaders in five 
of France’s regional councils 
ignored instructions from 
the RPR and UDF party 
headquarters and did deals 
with the National Front to 
ensure they kept control of 
their administrations. 

The alliances were seen as 
conceding the political legiti- 
macy the National Front has 
long craved under the lead- 
ership of Jean-Marie Le Fen. 
But Mr Le Pen failed yester- 
day to secure the post of 
chairman of the Provence- 
Alpes-C6te d'Azur region 
when centre-right politicians 
refused to back him. A 
Socialist was elected 

The deals nonetheless 
undermined the credibility 
of the RPR and UDF, whose 
morale has yet to recover 
from their general election 



Mchel VauzaBe, mayor of Aries, embrace * Bteatoeth Gulgou, Justice iriMst s ri 
Provance-Alpea-Cdte d’Azur chairman yesterday Picture Reuters 


, after being e l e c ted 


defeat last year - a defeat 
due in good measure to the 
15 per cent support siphoned 
off from their potential elec- 
torate by the National Front. 

Yesterday Charles MID on, 
a former UDF defence minis- 
ter and close associate of Mr 
Chirac, was under pressure 
to forgo the alliance he 
accepted last Friday with the 


National Front to retain the 
rbnTTmarmTiTji of th» Rhflnfi- 
Alpes region. 

Marc Censi, the UDF can- 
didate for the Midi-Pyr6n6es 
region, resigned yesterday 
after he learned he won the 
presidency with National 
Front votes. 

He was the third centre- 
right member to resign 


ih rfwilar oj mmy fa nc eff. 

The regions have been tra- 
ditional strongholds of the 
centre-right But as the rul- 
ing Socialist-led coalition 
looked set to increase its 
hold from two to more than 
10 regions, local centre-right 
party barons preferred to 
enlist National Front sup- 
port rather than lose control. 


CO, curbs fended off 




By Mfchaef Smith la Brussels 

European carmakers appear 
to have fended off the impo- 
sition of laws forcing them 
to cut carbon dioxide emis- 
sions after volunteering a 25 
per cent reduction by 2008. 

Environment ministers of 
the 15 European Union 
nations yesterday welcomed 
an offer by leading manufac- 
turers to reduce average lev- 
els to 140 grammes per kilo- 
metre within a decade, 
although they called for 
talks aimed at achieving a 
further cut. 

"It is not perfect, it is not 
everything we wanted, but it 
is a considerable improve- 
ment,** said Michael 
Bleacher, environment min- 
ister of the UK, which holds 
the EU presidency. "It is a 
good basis for negotiation.” 


Last year environment 
ministers threatened legally 
binding cuts after Acea, an 
association representing 11 
leading carmakers, offered 
155 gm per km by 2005. 

They see bigger cuts as an 
essential element in achiev- 
ing a commitment by the EU 
at a conference in Kyoto, 
Japan, last year to cut green- 
house gases by 8 per cent 
from 1980 levels by 2012. 

The European Commis- 
sion, the EU*s executive, is 
working towards a target of 
120 gm per km for CO, emis- 
sions from average cars, 
although it acknowledges 
measures will be needed in 
addition to any deal with 
carmakers. 

Ritt Bjerregaard. environ- 
ment commissioner, is 
expected to propose to envi- 
ronment ministers in June a 


new car labelling system to 
steer consumers towards 
models with low CO, emis- 
sions. 

The Commission is also 
considering Incentives, 
but it would struggle to win 
approval from EU nations 
for Union-wide tax systems 
for vehicles. 

In separate developments, 
enviro nment ministers yes- 
terday also approved mea- 
sures to: 

• Cut the disposal of waste 
disposed of in so-called 
TandflU" sites; 

• Reduce emissions of other 
pollutants, including carbon 
monoxide, from light vans as. 
part of the EU*s w auto-oQ n 
initiative; 

• Cut by nearly 60 per cent 
the amount of solvent emis- 
sions from a range of- indus- 
tries. 


Gazprom 12-year 
Bulgarian deal 


By Kata Hope and 
Theodor Troev In Salta 

Bulgaria plans to sign 
contracts next month with 
Gazprom, the Russian gas 
monopoly, for a 12-year sup- 
ply of natural gas which 
would include large-scale 
transfers to Turkey through 
a transit pipeline. Industry 
officials said yesterday. 

The agreement reached in 
Moscow last week by Evgeni 
Bakardzhiev, the Bulgarian 
deputy prime minister, and 
Rem Vyakhirev, Chairma n of 
Gazprom, aids three years of 

political wrangling ova* tiie 
Russian company's role in 
Bulgaria's gas industry and 
marks a success fix: Bulgar- 
ia's pro-market government. 


Gazprom is to increase gas 
deliveries to Bulgaria for 
transit from 6bn to Z9.5bn 
cubic metres yearly. Most of 
the additional supply would 
be destined for Turkey, 
where demand for natural 
gas is increasing rapidly, but 
deliveries to Greece and 
Macedonia would also rise. 

Bulgargas, the state-owned 
Bulgarian gas company, haw 
also undertaken to construct 
a new transit pipeline to 
carry Russian gas to Serbia. 

Under the terms of last 
week’s agreement, Gazprom 
will increase its stake from 
50 per cent to 100 per cent in 
Topenergy, the Bulgarian- 
Russian joint venture set up 
to mediate bilatera l energ y 
deals. 


Union-wide tax harmonisation 
approaching step by step 

This could even mean foreign finance ministers objecting in 
public to. other countries’ budgets, writes Wolfgang Munchau 



Preparing 

for Emu 


T he European Commis- 
sion and the European 
Monetary Institute will 
command the public Erne- 
light tomorrow when, they 
publish long-awaited reports 
detailing who will qualify for 
economic and monetary 

rmiim 

But behind the scenes a 
much mere Intricate opera- 
tion has been going an, as 
EU finance ministers and 
centra] bankets prepare the 
ground for the post-Emu 
world. 

At thei r inf o rmal meeting 
in York over the weekend, it 
became clear that after Emu, 
tax policy will no longer be 
an exclusively national 
affair. 

In 1991, the European 
Union’s Maastricht treaty 
set out that fiscal policy 
should be a matter of com- 
mon concern. But even those 
who read the treaty were 
never entirely sure what this 
provision actually meant in 
practice: . 

At York, ministers began 
to lay the groundwork far 
what could eventually 
emerge as a definition of 
“common concern”. 

Defenders of national sov- 
ereignty have reason to be 
Interested, especially if they 
thought that national bud- 
gets would merely have to 
adhere to the German-in- 
spired growth and stability 
pact, which seeks to encour- 
age budgetary discipline. 

At York, Theo Waigel, the 
German finance minister, 
proposed a five-point plan 
under which members of 
Emu should draw up their 
1999. budgets in close 
co-operation with each other. 

His proposal went so far as 
to suggest that unexpected 
budgetary surpluses should 
be used for debt repayment 
- probably one of the most 
interventionist taxation pro- 
posals ever attempted an the 
EU level 


Co-ordination - Implies 
more +bgTi just a courtesy 
call between finance minis- 
ters the day before the publi- 
cation of budgets. It is about 
active co-operation on the 
nitty-gritty details of bud- 
gets themselves. 

It includes the- possibility 
of foreign finance ministers 
raising objections, perhaps 
even in public. 

A UK official said that tax 
co-ordination could be used 
cre ati v e ly to achieve some of 
the desired micro-economic 
policy goals which have 
moved to centre stage under 
the UK presidency. 

One 'area discussed at 
York was venture capital, a 
notoriously underdeveloped 
business in most of the EU, 
especially in comparison 
with the US.. 

One way for governments 


the budget from a predomi- 
nantly domestic context, had 
difficulty making sense of 
some of these changes. 

Taxes and the environ- 
ment are another area where 
Europe could move towards 
a common position, espe- 
cially if the present Goman 

government .were to be 
forced out of office in next 
September’s federal election. 

A coalition of Social Demo- 
crats and Greens is almost 
certain to introduce environ- 
mental taxes, especially a 
carbon tax, as a centrepiece 
of its f friarigfl strategy. 

This would suggest that 
the main thrust of EU tax 
coordination would be the 
use of national tax legisla- 
tion to achieve joint Euro- 
pean policy action. 

It would make little sense 
if one EU country levied 


to encourage the growth of high energy taxes to protect 
venture capital would be the environment, while one 


through the tax system, for 
example through the use of 
special *nx breaks. 

The approach suggests 
that tax harmonisation will 
not occur as a single large 
reform package, but as a 
step-by-step process. Among 
the big-ticket items to hit 
the agenda at some point In 
the near future, according to 
EU officials, will be propos- 
als to harmonise corporate 
taxes and savings taxes. 

T his process is driven by 
France and Germany, 
which fear that the sin- 
gle curren cy will encourage 
tax competition as compa- 
nies relocate to areas with 
low corporation tax. 

Ireland and the Nether- 
lands are already seen as 
beneficiaries of lopsided cor- 
poration taxes rotes across 
the EU. The German finance 
ministry is particularly con- 
cerned about the prospect of 
savers moving to tax havens, 
such as Luxembourg, where 
banka do not levy withhold- 
ing taxes on savings. 

Last week’s UK budget 
also contained, elements that 
brought the UK more in line 
with Its European partners. 
UK commentators, judging 


of its neighbours used the 
tax system to subsidise the 
use of motor cars. 

Economists and monetary 
frfRHatc still debate whether 
tax harmonisation is neces- 
sary for Emu to work. Under 
a benign scenario, assuming 
that Emu operates smoothly 
and generates few distor- 
tions, monetary policy is 
bound to be the predominant 
tool of macro-economic pol- 
icy. 

If Emu faces strains, closer 
fiscal co-operation could 
become a pressing issue, 
especially if economic cycles 
among participating mem- 
bers diverge. 

Ireland and Spain, two of 
the strongest-growing EU 
economies, will receive an 
additional economic boost 
next year, when short-term 
interest rates are set to Call 
sharply as a result of the 
transition to Emu. Some 
economists have warned 
that this could result In a 
boom-bust cycle In the 
absence of fiscal policy 
counter-measures. 

The speed of fiscal har- 
monisation is still difficult to 
gauge. But policymakers 
have now set in motion the 
process. 


• «r. • 


Health and nutrition are predominant concerns of the future in which biotechnology holds the key to innovation. Hoechst Marion Roussel, 
our pharmaceutical company, is utilizing biotechnology to develop highly effective drugs in the fight against currently Incurable diseases. 
Our agribusiness, Hoechst 5chering AgrEvo, is ensuring nutrition for the world's growing population through integrated crop production. 
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Indonesia in big interest rate increase 


NEWS DIGEST 


By Sander Tboeoas in Jakarta 

Indonesia nearly doubled Its 
Interest rates yesterday to 
boost the rupiah and bring 
down inflation, meeting a 
key demand of the Interna- 
tional Monetary Fund. 

The rupiah strengthened 
to RpS^OO to the US dollar in 
response and was trading at 
Rp9,175 by the late after- 
noon. compared with Rp9,700 
at Friday’s dose. 

Sjahril Sabirin, governor 
of Bank Indonesia, the cen- 
tral bank, said the sharp rise 


HONG KONG 


in interest rates. Including a 
rise of one-month rates from' 
22 per cent to 45 per cent, 
aimed to slow the rise in 

inflarinn 

“Ml and M2 did not 
change very much in Febru- 
ary." Mr Sabirin said, “but 
early indications suggest 
that these two monetary 
variables increased rela- 
tively highly in March." 

Hubert Neiss. director of 
the Asia Pacific Department 
of the International Mone- 
tary Fund and head of a 
team of IMF officials review- 


ing reforms in Jakarta this 
week, said the move was 
“welcome as part of the gov- 
ernment's strategy to control 
inflation and strengthen the 
rupiah.” Mr Neiss added 
Indonesia and his team were 
making progress on talks 
about revising an earlier 
agreement on reforms. 

Mr Neiss made no mention 
of a 5 per cent tax slapped on 
foreign exchange purchases 
last Friday, or of its equally 
abrupt cancellation yester- 
day. just after it took effect 

The surprise tax had per- 


plexed banks and businesses 
and had so many loopholes 
that most felt it would do 
little to reduce demand for 
dollars. 

The finance ministry 
denied receiving any objec- 
tions from the IMF over the 
weekend but most analysts 
assumed the fund pushed 
the ministry to back down. 

The cancellation left con- 
cern in the market that the 
government may yet intro- 
duce some other measure to 
restrict capital flows, 
although one government 


adviser .said that was 
unlikely. 

"The problem is not stop- 
ping the money going out - 
it's already gone,” he said. 
“The challenge is getting the 
money back in. They are 
very serious about strength- 
ening the rupiah because it|s 
just too weak.” 

The new interest rates 
may still lag inflation, which 
some economists believe has 
already surpassed 50 per 
cent. But for most borrow- 
ers, who are unable to pass 
on high interest rates in 


their prices because of foil- 
fog demand for their goods, 
the squeeze is bound to be 

p a infill. 

Currency traders said the 
rate increase did attract for- 
eign speculators, mostly 
from Singapore, but foiled to 
dissuade state banks from 
buying dollars. 

Banks contacted denied 
making big purchases but 
banking analysts presume 
that they ware meeting for- 
ward swap obligations. 

Rrim Bank alone has mare 
than $2bn in such contracts. 


Hong Kong plugs in to interactive TV 


By Louise Lucas in Hong Kong 

Hong Kong became the first 
big city plugged in to fully 
interactive TV yesterday, 
blazing a trail for other 
Asian and western coun- 
tries. 

The pioneering service - 
which pays homage to local 
passions by running “racing 
on demand” alongside the 
mare usual mix of video on 
demand, home banking and 
shopping - was unveiled by 
Hongkong Telecom, the dom- 
inant carrier, and Tung 


Chee-hwa, leader of Hong 
Kong. 

Speaking amid a raft of 
giant screens, billowing 
smoke and fluttering glitter. 
T.inqq Cheung, chief execu- 
tive of Hongkong Telecom, 
said: “It is clearly evident 
that Hong Song is ready for 
the arrival of a new era: the 
information age.” 

The territory is regarded 
as a natural market for 
VOD, boasting both geo- 
graphic and demographic 
advantages. As a densely 
populated city where most 


people live in tower blocks, 
the economics of wiring up 
homes are more attractive 
than in spread-oat towns. 

Hong Kong has also been 
at the forefront of advanced 
technology, and today boasts 
more fibre optic network 
below ground - more than 
220,000 km of it - than the 
whole of Germany. 

“We believe that having a 
population with a high dis- 
posable income as well as an 
appetite for new technology, 
Hong Kong has all the right 
attributes for interactive 


media services develop- 
ment,” said William Lo, 
managing director of Hong- 
kong Telecom IMS which 
spearheaded the service. 

There Is also an element of 
national pride. Mr Tung in 
his maiden policy address 
last year earmarked develop- 
ment of an information soci- 
ety, and recently created a 
new government depart- 
ment, the Information Tech- 
nology and Broadcasting 
Bureau. It is an area which 
has been seized on by other 
government leaders, not 


Malaysians realise their predicament 
as bad news at last bursts out 

Kuala Lumpur cannot disguise the severity of the financial crisis, writes Sheila McNulty 


T he concrete pillars on 
which Malaysia's mono- 
rail was to run through 
the capital later this year 
stand unfinished and the 
scaffolding silent The Asian 
financial crisis has forced 
the builders to delay work as 
they seek financing. 

Its prominent location has 
highlighted the delay in a 
country where media con- 
trols and limited transpar- 
ency have made it difficult 
to gauge the impact of the 
crisis. The monorail’s skele- 
ton now stands as a monu- 
ment to the difficulties 
Malaysians are facing as the 
regional crisis takes bold of 
the country. 

Mounting bad news in 
recent weeks has led econo- 
mists to think Malaysia is 
starting to experience the 
pain that has for months 
plagued its neighbours and 
that the authorities can no 
longer shield citizens from 
the truth. 

Neil Saker, bead of 
regional economic research 
at SocGen -Crosby in Singa- 
pore, said the situation is for 
worse than the authorities 
ever expected. "They've been 
micromanaging bad news as 
best they can,” he said, “but 
they can't have their fingers 
in all these different dykes.” 


And so the bad news has 
burst out Yesterday alone, 
the Malaysian Motor Traders 
Association reported that 
vehicle sales plunged 68 per 
cent in February over the 
year-earlier period. And the 
Securities Commission set 
deadlines for eight stock- 
broking firms, which already 
have had their trading 
restricted, to submit plans to 
regularise their financial 
positions or "a merger or 
acquisition will be forced 
upon them”. The Kuala 
Lumpur Stock Exchange 
said it would take over the 
trading of Halim Securities 
because it broke trading 
restrictions. 

Before that, Sime Rank 
announced a M$l.8lbn 
($496m) pre-tax loss in the 
six months ended December 
31. pushing its parent Sime 
Darby into the red with a 
M$676J£m loss for the same 
period: national carmaker 
Proton projected a 60 per 
cent plunge in domestic 
car sales for the coming 
financial year; five big corpo- 
rate deals were dismissed by 
analysts as bailouts and the 
central bank was forced to 
back down on its original 
plan to merge all finance 
companies and some com- 
mercial banks by March 31. 


Until now, Malaysia's big- 
gest steps have been to delay 
costly infrastructure pro- 
jects. cut government spend- 
ing and attempt to restruc- 
ture the financial sector. 
Beyond that they have insti- 
tuted what economists dis- 
miss as a myriad “symbolic” 
measures: the “Buy Malay- 
sia” campai gn ; calls for the 
public to grow its own vege- 
tables; directives for govern- 
ment hospitals to cut back 
on tests; and so on. 

E conomists insisted those 
efforts were never going 
to be enough and say 
recent events have made the 
government realise that 
That is why, after vowing 
not to accept international 
assistance as its neighbours 
have, Anwar Ibrahim, dep- 
uty prime minister and 
finance minister, is now 
talking about the possibility 
of accepting a World Bank 
loan. And he has said that 
today he will announce new 
policies to deal with the cri- 
sis and revise down Malay- 
sia's economic growth fore- 
cast, which already has gone 
from 7 per cent to between 4 
per cent and 5 per cent 
But economists are cau- 
tious about building up 
expectations. After all, the 


authorities have been 
equally slow to follow the 
recommendations Daim 
Zaimiddin, economic adviser 
to the government and 
leader of what economists 
call the country’s “virtual” 
International Monetary 
Fund programme. Through- 
out, Mr Daim has continued 
to seek ways to revive the 
economy. He said in a recent 
interview that he would 
soon make additional recom- 
mendations to the authori- 
ties: increase transparency 
in the financial sector, cease 
lending for commercial, 
retail and hotel property; 
and give individuals small 
loans to create businesses as 
he did in the mid-1980s to 
pull the country out of its 
last crisis. 

He also said he would not 
rule out raising interest 
rates and was reviewing a 
number of sectors to liberal- 
ise restrictions on foreign 
participation. 

But Uke the IMF, Mr Daim 
is an outsider and realises 
the success of his pro- 
gramme is contingent upon 
its acceptance by the powers 
that be. Mr Anwar's 
announcement this week 
should provide the first clue 
on whether they are finally 
ready to take his advice. 
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By Paul Abrahams ta Tokyo 

All of Japan’s five leading 
automotive manufacturers 
suffered double digit 
declines In domestic sales 
during February compared 
with the same month last 
year. The collapse under- 
lined the deteriorating oper- 
ating environment caused by 
the Japanese recession. 

The decline was exagger- 
ated by last year's boom in 
sales, as consumers rushed 
to make big purchases 
before April's increase in 
sales tax. 

However, analysts said 
month-on-month seasonally 
adjusted figures also made 
grim reading. Moreover, the 
sales decline did not fully 
reflect the groups' plunging 
profitability. 

To maintain sales even at 
present levels, manufactur- 
ers are having to offer huge 
discounts to dealers. This 
month Mitsubishi Motors 
issued a profits warning, 
revealing it would make a 
net loss of YllObn ($S43m). 

Three of the groups - 
Toyota, Nissan and Honda - 
managed partially to offset 
the collapse in domestic reg- 
istrations by increasing 
exports, particularly to the 
US and Europe. 

Their ability to continue to 
export their way out of trou- 
ble may be limited by politi- 
cal pressure from interna- 
tional trading partners, 
particularly the US and 
Europe. Last week Andrew 
Card, president of the Ameri- 
can Automobile Manufactur- 
ers’ Association, complained 
of escalating imports boosted 


by “an excessively weak 
yen”. 

Export sales are poten- 
tially more profitable than 
domestic sales, says Peter 
Bcardman, automotive ana- 
lyst at SBC Warburg. This is 
because overseas models 
tend to be larger and more 
expensive. 

He estimates Toyota can 
make Y450.000 on each unit, 
compared with Y350.000 on a 
domestic car. 

However, Mitsubishi 
Motors and Mazda, ham- 
pered by lacklustre models, 
posted falling exports last 
month. 

AH the manufacturers are 
burdened with huge Invento- 
ries, having misread the 
market last year. To com- 
pensate they are tending to 
cut domestic production. 

Toyota, the biggest of the 
manufacturers, appeared to 
kick the trend lest month by 
actually increasing output 10 
per cent But Mr Boardman 
said this was because in the 
gamp month last year pro- 
duction had bed halted at 
one of the company’s facto- 
ries following a fire. 

He said he expected pro- 
duction to fall 13 per cent 
this month and as much as 
20 per cent in May. 

The manufacturers were 
hoping for an upturn in 
April, said Enda Clarke, 
automotive analyst at Dresd- 
ner Heinwort Benson. How- 
ever, he said a meaningful 
trend would not be properly 
established until August, 
when most employees were 
paid bonuses and- when new 
models were traditionally 
launched. 


least in Singapore and Mal- 
aysia where Prime Minister 

Mahathir Mo hama d haq out- 
lined plans for a M535bn 
($9.6bn) plus multimedia 
super corridor - which have 
been somewhat derailed by 
the Asian ffwanmai crisis. 

Hongkong Telecom's own 
plans to be on-stream in 1997 
(the year when China 
resumed sovereignty over 
Hong Kong and therefore a 
“special" year) were scup- 
pered by bureaucracy over 
the issue of licences. 

In the end the govern- 


ment, which received four 
bids for two licences, 
rejected two submissions 
and delayed the award of a 
second licence pending a 
legal dispute which involved 
two of the candidates. Hong- 
kong Telecom thus begins 
with no direct competition. 

Analysts, however, say 
there is a wealth of competi- 
tion in the form of satellite 
and cable TV as well as 
video shops and are not 
hopeftil that Hongkong Tele- 
com IMS will prove a strong 
commercial proposition. 


Retail sales plummet by 
11% in January 

Hong Kong's retail sales plunged in January, falling by 
more than u per cent in terms of value and volume, as the 
region's fmanrial crisis shook consumer confidence. The 
downturn in January, compared with a year earlier, fol- 
lowed sharp foils in December. With the absence of any 
upturn ahead of the Chinese new year, the sales figures 
underlined the severity of the decline in the territory’s 
retail sector. 

January's downturn also reflected a boat of turmoil on 
Hong Kong's finawriai markets as the regional crisis raised 
concerns about the territory’s currency link to the US dol- 
lar, sending interest rates higher. 

Behind the 11 per cent foil in the value of retail sales in 
January, the 12 per cent fall in volumes, lay a contin- 
ued sharp decline in department store sales. After falling 
by 26 per cent in value terms in December, they fell by 17 
per cent in January. John Ridding, Hong Kong 





Bad debts show increase 

Bad debts in the Philippine Hanging system rose to 4.69 per 
cent as of the end of December hot were substantially 
lower than those of its neighbours, according to central 
bank figures. Nonperfonning loans increased from 2 JJ per - 
cent a year ago. as the effects of the Asian crisis started to 
filter throu gh into defaults. 

The central bank stressed that 4.69 per cent for NPLs 
was “relatively low”, citing figures showing a comparable 
level of at least 11 per cent in Thailand, 14 per cent for 
state h anks in Indonesia and more than 20 per cent in 
Korea. Loan growth, which has been meteoric during the 
past several years, slowed from 41 per cent In 1996 to just 
45 per cent, as banks raised rates and squeezed credit to 
adjust to the economic downturn. 

Loan loss provisions grew from 1.24 per cent a year ago 
to 241 per cent Justin Marozzi, Manila 
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Malaysian King TUanfcu Ja’aftr, left, Is followed by lus wffla Tuanfcu 
Ncpiah and Malaysia's prims minister MaliaUiftr Mohamad in the 
opening ceremony of this year's pmflan «nt ar y session in Kuala 
Lumpur yesterday. The king urged the country to keep confidence 
hi the government to deal with the economic slowdown Picture AP 


Prince Ranariddh plans return 

Prince Norodom Ranariddh, the ousted Cambodian co- 
prime minister, plans to return to Cambodia on March 30 
following a pardon by his father, an aide said yesterday. 
.King Norodom Sihanouk at the weekend granted full 
amnesty to his son, who earlier this month was convicted 
in absentia of security crimes after he was ousted in a 
bloody coup last July by co-premier Hun Sen. 

The king's pardon clears the way for Prince Ranariddh 
to go home and contest the July 26 general elections. 
Prince Ranariddh thanked his father for the pardon and 
also said he wanted to “pay homage" to Hun Sen for think- 
ing of the interests of the people in supporting the 
amnesty. Two military courts had sentenced Prince Ranar- 
iddh to a total of 35 years in jail for smuggling weapons 
and plotting a coup, and ordered him to pay more than 
$50m in damages from the July fighting between his forces 
and government troops. Reuters, Bangkok 


INDIAN ALLIANCE 

Government prospects brighten 

The prospects of the new Hindu nationalist-led government 
in a knife-edge confidence vote later this week improved 
when a key member of India's opposition United Front alli- 
ance broke away yesterday. The regional Telugu Desam 
party (TDP) had earlier declared itself neutral on the confi- 
dence vote. But yesterday it left the 15-party alliance cob- 
bled together two years ago to stop the Hindu nationalists 
from coining to power. 

Prime Minister Atafl. Beharl Vajpayee’s BJP-led minority 
coalition needs the Telugu Desam’s declared neutrality to 
win-the March 27-28 confidence debate. The coalition has 
264 of 5S9 seats in the lower house, less than a majority. 

“I have decided to quit the Front and protect my 
self-pride and safeguard the interests of the state,” said 
Cbandrababu Naidu, head of the TDP and chief minister of 
the southern state of Andhra Pradesh. Renters, New Delhi 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AMD COMPETITIVENESS 


Yearly figures are shown in index farm wUh the common base y«r tf 1966. The reel ewctengp rate to an Index tftnxjfitaut other (juerterfy end monthly figures show 
the pwcentage change over the oonwpondlng period In the previous year and era positive unless , ottwrwlee stated. 
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THE AMERICAS 


SSELffiSEL ™ 5 water-carrying hbj copters brougkt in to tryto douse flames in inaccessible areas 

Air assault on Amazon blaze 


By Geoff Dyer in S3o Paulo 


Special helicopters were 
deployed yesterday to attack 
fires burning out of control 
in the Brazilian state of 
Roraima. in the latest 
attempt by the authorities to 
deal with one of the biggest 
blazes ever in the Amazon 
region. 

The water-carrying heli- 
copters were used to try to 
douse flames in locations 
inaccessible by land, as fires 
continued to spread to new 
areas in the south of the 
state, which is on the border 
with Venezuela. 

The fires have devastated 
huge tracts of the savannah 
grassland in Roraima, but 
have also destroyed parts of 
the dense rainforest, which 
is usually too wet to burn, 
and have entered the reserve 
of the Yanomami Indians. 

“Up to now all our work 
has been by hand, but now 
with the help of the helicop- 
ters, our efforts should 
Improve,'’ said General Liriz 
Edmundo Maia de Carvalho, 
who is co-ordinating the fire- 
fighting effort. 

The launch of an air 
assault comes nearly three 
months after the fires began 
to bum out of control. The 
Roraima government has 
been asking for outside 
assistance since January. 
But it has only been in the 
last week that a co-ordinated 
effort against the fires has 



Yanomami Indians work to put out a fire blazing out of control near their vflbga In the Amazon jungle in northern Brad Picture AP 


been organised, bringing 
together the federal govern- 
ment. the armed services 
and forest fire specialists. 

At the weekend the 
authorities also received the 
help of 100 firefighters from 
Argentina and a further 100 
Venezuelans. Two of the 
three helicopters being used 
are from Argentina. 

However, some experts 
believe that the helicopters 
will have little impact in the 


rainforest because thn rtiinir 
tree-top roof will prevent 
water getting through to 
fires on the ground. Ibama, 
the government’s environ- 
mental protection agency, 
originally advised against 
inring helicopters to combat 
the fires. 

Many of the blazes were 
begun by small tenners, who 
use fires to clear new land or 
fertilise soil. But they spread 
quickly because of the heat 


In the region and a long 
drought caused by the El 
Nlflo weather phenomenon. 

It has been difficult to deal 
with the fires because there 
is no single front, but a 
whole series of individual 
blazes. 

‘There could be as many 
as 2,000 different points of 
fire.” said Captain Wanus 
Amorim, of the Rio de 
Janeiro firefi ghte rs. 

Roraima state officials said 


the fires had entered the 
Maraci ecological reserve, 
which has large concentra- 
tions of a number of Amazo- 
nian flora awri Fauna, such as 

monkeys, jaguars and ant- 
eaters. 

Over the weekend, the 
fires claimed their first 
human victim, a three- 
month-old girl who died 
after a respiratory illness 
was aggravated by smoke 
from the flames. 


Caterpillar makes 
peace at Peoria 


By NOdd TaK in Chicago 

Peoria awoke to labour 
peace yesterday. Caterpillar, 
the world’s bi gge st manufac- 
turer of earthmoving equip- 
ment, based in the Midwest 
town, and the United Auto 
Workers’ union finally 
agreed on a six-year pact 
late on Sunday. 

Caterpillar had made clear 
it wanted to put behind it 
the emotional and divisive 
battle far flexible workplace 

conditions which led to two 
strikes in the early and mid- 
1990s. 

The new deal will give it a 
more flexible US labour 
farce. This puts Caterpillar, 
which employs about 12,000 
UAW members at 14 US 
plants, on a more equal foot- 
ing with same of Its competi- 
tors. 

One, agricultural equip- 
ment manufacturer John 
Deere, signed a labour pact 
last year that allows it to 
take on new workers at 
lower wage rates. 

Ironically, toe deal makes 
little difference to Caterpil- 
lar from a financial stand- 


point, and yesterday the 
company’s shares, actually 
dipped slightly, by % to just 
under $56. 

Wayne Zimmerman, a Cat- 
erpillar vice-president, said 
the new agreement had been 
"tailored to Caterpillar’s 
needs’*, a nd should allow it 
“to remain globally competi- 
tive from a US manufactur- 
ing base". Although it does 
manufacture and. assemble 
overseas, it has retained a 

larger US-based manufactur- 
ing capability t han some 
competitors. 

The agreement was sup- 
ported by 54 per cent of the 
unionised employees who 
voted compared to a month 
ago when 58 per . cent 
rejected an earlier contract 
proposal 

One big difference in the 
latest deal was Caterpillar’s 
pledge to reinstate 160 work- 
ers dismissed as a result of 
actions related to the strikes. 
Previously, the company had 
agreed to reinstate only 110 
workers. 

This was seen as unfair by 
some union members, given 
that the union was agreeing 


to readmit all Caterpillar 
workers wbo crossed picket- 
lines. 

The finan cial aspects of 
the dMi have been less con- 
tentious although they wfll 
probably have a significant 
impact on toe company. 

Caterpillar will now be 
able to hire new employees 
at lower rates, "reflecting 
their beginning experience 
level”. Over tone, as older 
workers retire, this should 
lower the company’s wage 
b ill. There will also be 
changes to incentive pay, to 
link employees’ compensa- 
tion more closely to their 
specific unit’s performance. 

However, Caterpillar will 
also improve pension bene- 
fits for many employees cur- 
rently covered by toe UAW, 
and said most employees 
would have Job security 
guaranteed for the next six 
years. On the union side, 
hundreds of unfair labour 
practices against the 

company, relating to the 
strikes, will be dropped. 

The company kept going 
through two strikes - one of 
which lasted 17 months. 


Baseball players best 
placed for home rim 
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By Pascal Raieber ta Havana 

Would-be Cuban defectors 
thinking of fleeing their 
Communist-ruled homeland 
and starting a new life in the 
US should perhaps consider 
taking up baseball. 

If they succeed in fleeing 
the island, they will be 
branded as traitors by the 
Cuban authorities. But if 
they can hit spectacular 
home runs or pitch a thhwti 
curve ball, it appears they 
stand a better chance of 
mitering the US then other 
would-be Cuban refugees 
who are sent back to Cuba 
by the US coastguard after 
being intercepted at sea. 

Four Cuban baseball play- 
ers and a trainer who 
reached the Bahamas at the 


weekend after fleeing Cuba 
in a boat are toe latest in a 
series of Cuban sports defec- 
tors who have sought entry 
to the US, apparently on the 
basis of their sporting mer- 
its. The five, who include a 
former national team first 
hasAmnn and a pr omising 17- 
y ear-old juvenile prospect, 
were picked up by a Baham- 
ian fishing boat after being 
reported missing at sea. 

Cuba haw an understand- 
ing with Bahamas under 
which Cuban migrants who 
arrive illegally are sent 
home. Under existing US- 
Cuban immigration accords, 
Cuban refugees picked up at 
sea by the US coastguard are 
also sent back to Cuba, 
unless they o«n prove they 
were politically persecuted. 


The latest defectors, three 
of whom have been 
suspended . in an official 
purge of Cuba’s baseball sec- 
tor, seem to be following the 
example of another star 
player, pitcher Orlando “El 
Duque" Hernandez, who fled 
Cuba last December in a 
boat. He also reached the 
Bahamas and after circum- 
navigating US immigration 
hurdles, El Duque arrived in 
the US last week to be 
reunited with his younger 
brother, Litfan, another 
Cuban baseball star who 
defected three years ago. 

El Duque lias signed a 
$6.6m contract to play for 
the New York Yankees. 
Cuban officials say such 
offers are behind a rash of 
defections in recent years. 
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Warning on radical plans for IRS 

By JBchanl Wolffe can senators who have held But Mr Summers said the restore public confidence in One third of callers found 

hi Washington up the administration's own only way to proceed was to toe agency. Mr Gore said the the IRS lines engaged last 

** IRS reform bill and promised pass the existing legislation, proposals would help toe IRS year, compared with 10 per 

Radical plans to abolish the a more radical approach. which was approved by the to "rediscover its last name cent this year, 

beleaguered US tax service William Roth, rfiairman of House of Representatives in - service”. The proposals Senator Roth's staff yester- 

would risk a rise in interest toe Senate finan ce commit- October. include allowing 3m small day said their proposals for 

rates and undermine busi- tee, has pledged to unveil his rails for the abolition of businesses to file their new reforms would increase 

ness investment, the Trea- own package of reforms on the IRS and of the tax code returns over the telephone. supervision of the agency 

sury warned yesterday. Thursday leading to "a would cause widespread Mr Summers said the and give taxpayers "an 

Lawrence Summers, dep- major restructuring” of the uncertainty, pushing up administration was taking arsenal” of protection from 

uty secretary of the Trea- IRS. interest rates and destabilis- further steps to measure tax IRS abuse, 

sury, told a meeting of tax Senator Roto argues the tog the housing market, be collectors’ performance However, the administra- 

professlonals that calls in government's bill does not said. It would also discour- according to customer ser- tion believes it has already 

Congress to scrap the Inter- go far pnnng h in overhauling age business investment vice - rather than quotas of bolstered taxpayers’ lights 

nal Revenue Service would the agency, which was because of confusion over cash raised. through toe creation of local 

carry "enormous risks” to undermined last year by dis- depreciation allowances.. He also said toe IRS had citizen advocacy panels, 

the economy. closures of incompetent Last week Vice-President Improved its performance in which review toe perfor- 

The warnings represent an management «w A abuses of A1 Gore unveiled 200 toitla- answering its own tele- mance of IRS offices and 

attempt to head off Republi- power. tives to reform toe IRS and phones. handle complaints. 
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Manila’s tax break for Ford is challenged 


By Justin Maras* ta Mania 

Domestic car producers in 
the Philippines are challeng- 
ing tax incentives awarded 
to Ford of the DS, which is 
planning to establish a 
$11 lm car assembly and 
parts manufacturing plant in 
the country. 

The government has 
approved Ford’s application 
to return to the Philippines 
after an absence of more 


than a decade. The Chamber 
of Automotive Manufactur- 
ers has lodged a formal pro- 
test, arguing that the incen- 
tives on offer go beyond 
those available to domestic 
groups. This is the first time 
that the Philippine Eco- 
nomic Zone Authority 
(PEZA). the agency that 
supervises new investments 
in selected areas of the 
county, has provided 
incentives to a domestic 


Tnamrfa rt nring enterprise. 

Under the government 
decision, Ford would also be 
exempt from tax on 
imported capital equipment 
and would receive a tax 
deduction for personnel 
training. 

In a letter to Cesar Bau- 
tista, trade and Industry sec- 
retary. Vicente Mills, the 
chamber's president, said 
the decision should be 
reviewed. “Special Incen- 


tives and rules are being 
contemplated that would 
slant the playing field 
clearly in favour of one par- 
ticipant," he said. 

Mr Mills said that the gov- 
ernment was changing the 
rules and that For d should 
register its investment under 
the government's existing 
car programme, like other 
local assemblers. PEZA’s 
move “will erode the confi- 
dence and weaken the com- 


mitment of existing partici- 
pants to the government* 
sponsored automotive pro- 
gramme as well as to its 
other industry initiatives,” 
he said. Participants in that 
programme include affiliates 
of the large Japanese car 
manufacturers, such as 
Toyota, Honda and Mitsubi- 
shi. 

The row may prove embar- 
rassing for both Ford and 
the Philippines government, 


which is anxious to encour- 
age fresh investments fol- 
lowing the economic down- 
turn and the Asian fimndaT 
crisis. If the case goes to the 
courts, as some tear, the pro- 
posed investment could be in 
jeopardy. 

The courts have made sev- 
eral controversial decisions 
in cases involving foreign 
investors. In the most notori- 
ous example, the Supreme 

Court last year overturned 


the government privatisa- 
tion of the Manila Hotel and 
awarded the contract to a 
local company which had 
bid less than a foreign con- 
sortium. 

The Ford plant would give 
a significant boost to the 
Philippines’ automotive sec- 
tor. Ford left the Philippines 
after the turmoil following 
the 1988 assassination of 
Ninoy Aquino, the popular 
opposition leader. 


SHIPBUILDING 


Europe’s yards 
want curb on 
Korea output 


By Pari Bells ta Milan 

European shipbuilders are 
pressing the European 
Union and their individual 
governments . to withhold 
International financial sup- 
port to South Korea unless it 
adopts a “more responsible" 
attitude to shipbuilding and 
reduces its production over- 
capacity. 

“We want to ensure that 
International Monetary 
Fund money is not poured 
into the Korean economy 
and used to salvage Korean 
shipyards.” said Corrado 
Antonini, rhairrnan of Fin- 
cantieri, the Italian state- 
owned shibuilding group. 
H We are giving them the 

financial ammuni tion to kill 

us later,” he added. 

Mr Antonini, who is also 
chair man of the Committee 
or European Union Ship- 
builders' Associations, said 
the European industry bad 
asked for greater transpar- 
ency by Korean yards to dis- 
close the relationship 
between costs and prices as 
well as “a signal of modera- 
tion" from Korea on its pro- 
duction capacity. 

He argued that the expan- 
sion of Korean shipbuilding 
capacity, now greater than 
the entire capacity of Euro- 
pean yards, had been one of 
the causes of Korea’s eco- 
nomic collapse. However, 


the steep devaluation of the 
Korean currency had given 
Korean shipyards a 38 per 
cent competitive advantage 
in bidding for new shipping- 
orders. 

, Fipcantieri has already 
lost two significant orders to 
Korean yards this year 
because of Korea's currency 
advantage. The first 
involved a $270m vessel for 
Saippm, the oil services sub- 
sidiary of Italy's Enl oil and 
gas group, which was 
awarded to Samsung. The 
second, for a car carrier for a 
Norwegian operator, was 
won by Daewoo against a 
joint bid by Fincantieri and 
a Spanish yard. 

Although shipowners were 



The Grand Princes s , to be delivered in the next few weeks. Fincantieri has taken a large share of the 
thriving new market for large cruise ships. Picture AP 



Antonini: Don't use IMF money 
to salvage Korean shipyards’ 


apprehensive of placing new 
orders with Korea at the 
beginning of this year, they 
were now prepared to take 
the risk because of the 
attractive prices offered by 
Korean yards. 

Japan, the world’s largest 
shipbuilder, had also become 
increasingly worried by the 
situation. Mr Antonini said. 
The problem was all the 
more acute because the 
Asian crisis risked accelerat- 
ing the decline in the indus- 
try's cycle, which peaked 
last year. 

“The tragedy is that 1997 
was a boom year for demand 
but prices did not increase 
because production capacity 
grew, especially in Korea," 
Mr Antonini said. 

The European shipbuild- 
ing industry has undergone 
a long process of restructur- 
ing involving the loss of 
more than 100,000 jobs. "We 
are now even more worried 
because Korea is moving 
into the higher technological 
end of the market where we 
have been developing suc- 


cessful niches.” he 
explained. 

Fincantieri has taken a 
large share of the thriving 
new market for large cruise 
ships, as well as developing 
fast ferries which has helped 
to offset its competitive dis- 
advantage to Korean yards 
in more traditional mer- 
chant ships. However, the 
Italian company expects to 
report lower profits for 1997 
after earning L50bn <$28m) 
in 1996. 

European shipbuilders are 
also concerned over the EU's 
plans for new industry sup- 
ports based on research and 
development programmes to 
replace the existing system 
of production aid of up to 9 
per cent of a ship's price. 

The EU's production sup- 
port has been extended to 
the end of this year in the 
wake of continuing difficul- 
ties to ratify the 1994 Organi- 
sation for Economic 
Co-operation and Develop- 
ment (OECD) ban on direct 
subsidies to the world ship- 
building industry. The US 


CONTRACTS & TENDERS 


GOVERNMENT OF PAKISTAN Privatisation Commission 


The Government of Pakistan invites 

Expression of Interest 

from prospective investors for 
pre-qualification to participate in the 
privatisation process of Paksaudi 
Fertilizers Limited (PSFL), through 
sale of shares. 

Salient Features of PSFL 



Sales Turnover exceeded Rs. 2.5 billion 
doring 1996-97. 

Total Pre-Tax Profit during 1996-97 alone 
exceeded Rs, 1 billion. 

PSFL earned a total Pre-Tax Profit of over 
Rs. 4.7 billion during the last five years. 


Urea fertilizer produced by the company has ready 
local market and export potential. 

Centrally located to market Urea for use in fertile 
lands of the Punjab and Sindh provinces. 

Availability of Natural Gas, main raw material, 


from 


ability ( 
nearby 


located Mari Gas Fields. 


PSFL, fully owned by government, has issued and paid-up capital of Rs. 600 
million, annual installed production capacity of 557,000 metric tons of Urea 
and market share of over 15%. 

r V’;* 

and duiy completed Rei?/)estfor (SOQ) 

for the purchase of PSFL, along with an Investor profile in terms of ownership, networth, 
business track record (audited accounts, staff strength, etc.), management's capabilities 
for operating similar industrial units along with a non refundable processing fee in the 
amount of Rs. 150,000/-(Rupees One Hundred and Fifty Thousand) or US$ equivalent in 
the form of a bank draft (encasnable in Islamabad) in favour of the ■ Privatisation 
Commission, Ministry of Finance, Government of Pakistan " should reach the office / 
address given below in a sealed envelope dearly marked "Expression of Interest for 
PSFL" latest by 1500 hours, April 25, 1998 . 

A set of Bid documents including Instructions to bidders. Information memorandum and 
SOQ will be available w.e.f. 25-03-1998 on deposit of Rs. 5000/- or US $ 125 in the form 
of a bank draft/pay order in favour of the "Privatisation Commission, Government of 

Pakistan." EHHNIMHiMHNNMNHHMHNNi 


For further details 
please contact 

M.S. Khan 

Consultant 



Munir Ahmad, Deputy Secretary, 

Privatisation Commission 

Ministry of Finance, Government of Pakistan 

5-A, Constitution Avenue, EAC Building Islamabad, Pakistan. 

Ph: (92-51) 9205146,47, Fax; (92-51) 9203076, 9211692 

E-mail pcpak@meganet.com.pk 

Web Page: http^/www.privatisatkxi.gov.pk 
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For further information, or to advertise in this section, please contact 
Marion Wecktefbum on +44 0171873 4874 


has refused to ratify the 
OECD accord leaving In 
place a series of standstill 
agreements, whereby coun- 
tries can maintain existing 
support to the industry as 
long as they do not intro- 
duce any new aid measures. 

“The lack of ratification is 
one part of the problem,” 
said Mr Antonini. The US 
has recently provided sub- 
stantial subsidies to enable 
the sale of the Philadelphia 
yard to the Norwegian 
Kvaerner group. 

Replacing existing produc- 
tion aid with support for 
research and development 
would reduce overall sop- 
port to European yards at a 
time when the industry was 
facing a continuing 
onslaught from Korea. 

European shipbuilders 
were now seeking to 
increase co-operation in 
technology, design and 
research, Mr Antonini said. 
But he ruled out the possibil- 
ity of a broader industrial 
tie-up among large European 
shipbuilders. 


Accountants 
join forces in 
plea to China 


By James Kynge ta Bejjtag 


Executives from the world's 
“Trig six” accounting firms 
arrived In Beijing yesterday 
to make a joint effort to per- 
suade Chinese authorities of 
the benefits of deregulation 
and greater market access. 

The senior executives from 
Andersen Worldwide, 
KPMG, Ernst and Young and 
DeJoitte Touche T nhm atmi 
International began two 
days of meetings yesterday 
with Chinese organisations. 
Price Waterhouse was repre- 
sented by Coopers and 
LybrancL 

The executives said it took 
them just two days of meet- 
ings to formulate the details 
of a joint approach to the 
Chinese market because, as 
one executive put it,, “our 
problems are so similar”. 

It . was a “happy coinci- 
dence,” said James Clark, 
deputy chairman of Coopers 
and Lybrand, that their visit 
came the week after Zhu 
Rongji was elevated to pre- 
mier. an event that appears 
to j signal a new phase of 
activism in economic reform. 

Much of Mr Zhu’s pro- 
gramme of reform, particu- 
larly the restructuring of 
300,000 state-owned enter- 
prises within three years, 
would benefit from infusion 
of high quality accounting 
pnd auditi n g skiiig, the exec- 
utives said. Reputable audit- 


ing helps to raise equity 
finance' for industry - an 
increasingly pressing need 
in China - by allaying the 
concerns of portfolio inves- 
tors, they said. 

They also hoped negotia- 
tions for China's entry into 
the Worl d Trade Organisa- 
tion (WTO) would reinforce 
their case for greater market 
access. Charles Heeter, of 
Andersen Worldwide's office 
in Washington, said US 
trade officials had made a 
priority of the early -conclu- 
sion of WTO negotiations on 
the further opening of Chi- 
na's accountancy market 

The recommendations set 
out in a document by the 
“big she” and forwarded to 
Chinese authorities urge 
that accounting firms be 
allowed to set up operations 
without geographical or 
numerical limitations and 
without curbs on equity or 
management control. Com- 
panies now are restricted to 
a single 50-50 joint venture 
and have not been given per- 
mission to open branches in 
multiple locations. 

The representative offices 
Of the accounting companies 
In China are also barred 
from performing auditing 
work - another restriction 
the big six want lifted. 

In return, they are offering 
intensive and broad training 
programmes for Chinese 
employees. 


Brittan call to end logjam 
over environment issues 


By Frances WMEams ta Geneva 

Sir Leon Brittan, European 
Union trade commissioner, 
yesterday called for a 
high-level trade and environ- 
ment meeting to break the 
logjam on these issues in the 
World Trade Organisation. 

Speaking at a conference 
on globalisation in Geneva, 
Sir Leon proposed a confer- 
ence of top policymakers 
this autumn in Geneva to 
push the debate forward. 

The WTO’s committee on 
trade and environment, set 
up to examine the compati- 
bility of environmental mea- 
sures with fair trade rules, 
has foiled to make any spe- 
cific recommendations in its 
three years of existence, 
largely because developing 
countries are suspicions that 
the environment issue will 
be used by the west to curb 
cheaper imports. 

Sir Leon said everyone 
had an interest in a robust 


and reliable global trading 
system as well as high levels 
of imvlranmental protection. 
"My firm belief is that the 
two are mutually compati- 
ble:” 

He also called for the 
reduction or removal of bar- 
riers to trade in environmen- 
tal goods, services and tech- 
nologies, before or during 
the next round of WTO talks 
in 2000. • 

A| trade accord on environ- 
mental products is now 
under discussion In the Asia 
Pacjfic Economic Coopera- 
tion! (Apec) forum for possi- 
ble ! implementation next 
q, but the EU has not 
party to these talks. 

Tihaiing to one of the most 
contentious Issues being 
tackled by the WTO's trade 
and environment committee. 
Sir Leon said WTO rules 
should not be used to frus- 
trate! the objectives of multi- 
lateral environmental agree- 
ments (MBAs? and should be 


“reinterpreted” or oven 
amended if they could be 
used In that way. 

For instance, it was vitally 
important that the trade 
aspects of last December’s 
Kyoto agreement on global 
warming, including emis- 
sions trading. were not frus- 
trated "by the same govern- 
ments wearing their WTO 
hats” or by non-signatories 
of the Kyoto agreement 

Oh eco-labelling, a touchy 
subject for many developing 
countries, Sir Leon said he 
saw little difficulty in recon- 
ciling voluntary schemes 
with existing trade rules but 
mbrt work was needed on 
compulsory ■ schemes to 
ensure they could not be 
abused for protectionist pur- 


Environmental groups 
contend that the WTO’s trad- 
ing rules often undermine 
individual country's efforts 
to promote - global- environ- 
mental 


Dockers’ 

unions 

threaten 

global 

action 

By Gwen Robinson in Sydney 


International shipping lines 
have been threatened with 
worldwide industrial action 
if. they use the discount stev- 
edoring services of a new 
Anstralian operator 
embroiled in a waterfront 
dispute in the country. 

The operator. Producers 
and Consumers Stevedores 
(PCS), was established lost 
month by a farmers' lobby to 
break the bold of Australia's 
powerful maritime union on 
waterfront labour in the 
main ports. 

Within Australia, the dis- 
pute is set to escalate this 
week with strikes at ports in 
Sydney and Brisbane. The 
government has condemned 
the strikes and backed the 
National Farmers' Federa- 
tion, the main group behind 
the new stevedoring opera- 
tion. in its effort to woo ship- 
ping lines to utilise their 
non-unionised services. 

Talks aimed at preventing 
the strike in Sydney’s Port 
Botany docks were called off 
yesterday. 

The dispute has taken on 
an international dimension 
with the involvement of the 
London-based International 
Transport Workers' Federa- 
tion, the main umbrella body 
for more than 500 unions 
around the world. The ITF 
has agreed to back its Aus- 
tralian member, the Mari- 
time Union of Australia, in 
an international industrial 
campaign against the new 
operator and its non- union- 
ised workforce. 

The ITF at the weekend 
sent a circular to member 
unions around the world list- 
ing shipping companies 
using Melbourne, the bead- 
quarters of the fanners' non- 
unionised stevedoring opera- 
tion. PCS has offered dis- 
counts of up to 30 per cent 
on charges for ha mu in; ship 
cargo and has said it will 
load its first ship next month 
after the completion of train- 
ing for non-union personnel. 

The ITF lists dozens of 
vessels scheduled to sail 
from Melbourne in the next 
few months, including those 
operated by large interna- 
tional lines such as Mitsui 
OSK Lines. Blue Star. 
Columbus Line and Wilhelm- 
sen Lines. 

In its circular, the ITF said 
the lists were “not - yet - a 
list of ships to be targeted”. 
Some of the companies 
listed, however, could decide 
to accept the PCS offer to 
have one or more of their 
ships handled by the non- 
unionised terminal, the ITF 
warned. "If that is the case, 
we will contact you. . . until 
then. . . use this list to 
inform your members in rel- 
evant ports and on board the 
ships,” said the circular. 

Peter Reith, industrial 
relations- minister, said the 
Australian union’s 
"hit-and-run approach" to 
industrial relations showed 
it was interested only in 
“inflicting maximum eco- 
nomic harm on the Austra- 
lian public and on Patrick 
Stevedores,” the company 
which leased part of its Mel- 
bourne facilities to the farm- 
ers' new operation Mr Reith 
has said the government is 
considering legal action 
against the union. 


WTO forecasts ‘small dent’ in 
world output from Asia crisis 


By Frances Warrants 


Though Asia's economic and 
financial crisis wfiL lead to 
some slowing of global out- 
put and trade growth this 
year, the impact on non- 
Asian economies will be 
fairly modest, the World 
Trade Organisation says" 
today. 

Its preliminary estimates 
for trade in 1997 show that 
the volume of world mer- 
chandise exports surged by 
9.5 per cent in 1997, consider- 
ably higher than the 7 per 
cent predicted by the WTO- 
last December. With the 
exception of 1994 when 
exports leapt by 10 per cent 
by volume, last year saw the 
best performance in more 
than 20 years. 

For 1998 the picture is 
clouded by. the Asian tur- 
moil but, the WTO says, 
even if merchandise trade 
growth fell by a quarter, it 
would still be above the 
average rate recorded for the 
first half of the 1990s. 

The WTO’s economists 
predict that, provided the 
crisis can be contained to 
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the fjve countries seriously 
affected- — South Korea, 
Thailand, Indonesia, Malay- 
sia afrd the Philippines - 
there; will be no more than 
"a smell dent” in global eco- 
nomic activity and a slow* 
down'fof perhaps 2-3 percent- 
its in world trade 

Wood output is in any' 
event Expected to slow, some- 
what [this year from last 
-year's! 3. per cent as growth 
decelerates in North and 
South America, though this 


wffl be partly compensated 
by stronger activity in 
Europe, , the WTO ays. 

It notes that the five 
affected countries account, 
for only 8.6 per cent of world 
gross domestic product, 
about 7 per cent of world 
trade, 6 per cent of global 
foreign direct Investment 
and less than 4 per cent of 
gross International bank 
leading. - • 

No country outside Asia 
does more than io per cent 
of Its trade with the five 


nations, the WTO says, so 
even a big jump in exports of 
these economies would not 
cause a big problem overall. 
Fears of Job losses in west- 
ern economies from a flood 
of Asian imports “would 
seem to be largely unjustif- 
ied". However, the WTO 
admits that individual indus- 
tries in importing countries 
could find themselves under 
pressure as could oil export- 
ers. Asia became the largest 
net oil-importing region in 
the 1990s. 

In Asia itself, growth is 
expected to more than halve 
to 3 per cent or less on aver- 
age, and intra-regional trade 
which more than tripled 
since 1990 could fall in abso- 
lute terms. However, the 
WTO predicts that the five 
countries wifi begin a “rea- 
sonably strong" export-led 
recovery this year. 

Because of the strength of 
the dollar, the value of world 
trade in dollar terms rose by 
only 3 per cent lari year to 
|8,500tm. of which $5.300bn 
was merchandise trade and 
$1.300bn related to trade in 
commercial services. 
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oa pact sends up 
prices by nearly $2 


By Robert Corzfne En London 
and Raymond Cofrtt fa Caracas 

Petroleum exporting 
countries yesterday wel- 
comed the ground-breaking 
global oil restraint pact 
agreed at the weekend as oil 
prices rose in response to the 
deal. 

The agreement between 
Saudi Arabia, Venezuela and 
Mexico signed in Riyadh on 
Sunday forms the basis for a 
cooperative cutback involv- 
ing both members and non- 
members of the Org anisa tio n 
of Petroleum Exporting 
Countries, many of which 
have been hit badly by fall- 
ing revenues. The three pro- 
ducers agreed to reduce 
their combined output by 
600,000 b/d as an encourage- 
ment for others to make 
additional cutbacks. 

In Caracas the Venezuelan 
government ratified its com- 
mitment to reduce produc- 
tion by 200,000 barrels per 
day as of April l. The gov- 
ernment says commitments 
from producer countries 
already total a reduction of 
l-2.m b/d. 

Negotiations with other 
Opec and non-Opec coon- 
tries towards further produc- 


tion limitations are under 
Way. But it was unclear how 
many non-Opec countries 
will join the cutback. Nor- 
way has so far decided not to 
join. Egypt too has decided 
against cutting output 

But analysts say the main 
achievement of the pact is 
the agreement between 
Saudi Arabia, the world's 
biggest oil producer and 
exporter, and Venezuela, the 
biggest single over-producer 
within Opec. 

Venezuelan authorities 
came under pressure to 
reach an accord after a 
shortfall in its oO revenue 
forced budget cuts of Sl^bn 
and left a budget deficit of 
2 per cent. Venezuela 
depends on oil for half its 
government revenue. "The 
authorities came to their 
senses. It was impossible to 
sustain such a shortfall in 
an electoral year." said 
Mazar Al-Shereidah. a Car- 
acas-based oil industry ana- 
lyst 

But it required two weeks 
of concentrated behind-the- 
scenes diplomatic activity in 
order to achieve a 
face-to-face meeting between 
the Venezuelan and Saudi 
oil ministers. The two coun- 


tries have been at logger- 
heads for some months over 
oil production policies. 

Analysts say the fact that 
the two countries were able 
to talk directly to each other 
and conclude an agreement 
augurs well for the sustaina- 
bility of the pact 

• The agreement to stabi- 
lise world oil markets was 
an unprecedented accom- 
plishment for Mexico and for 
Luis T611ez, the country's 
energy minister, writes Les- 
lie Crawford in Mexico City. 

Although new to the 
energy portfolio, Mr T611ez 
had already established a 
rapport with Erwin Arrieta, 
his Venezuelan counterpart 

“Mr Tellez persuaded Mr 
Arrieta that production cuts 
were needed to boost oil 
prices," a Mexican official 
said. “He then called the 
Saudi oil minister to inform 
him the Venezuelans were 
ready for talks. Mr Tellez 
suggested a meeting, and Mr 
Arrieta agreed to accompany 
Mr TCllez to Riyadh." 


Too soon to roH out the barrel, 
Page Market report. Page 
30: Opec’s last stand. Page 16 



Richard Butler, head of the UN comm i s si on charged with disarming 
Iraq, yesterday met Tariq Aziz, Iraqi deputy prime minister, a day 
after arriving ki Baghdad. The talks were the first since last 
month's agreement between the UN and fcsq Picture AP 


Clinton hails ‘new 
African renaissance’ 


By REcMa Wrong 


Putting his Washington 
woes behind him. President 
B01 Clinton yesterday kicked 
off the most extensive tour 
of Africa ever undertaken by 
a US leader, hailing what he 
described as the “beginning 
of a new African renais- 
sance". 

In Ghana, t he first stop on 
his six-nation trip. Mr Clin- 
ton paid tribute to free mar- 
ket reforms taking place In 
Africa and promised thou- 
sands of flag-waving Ghana- 
ians gathered in Accra's 
Independence Square that 
Washington would promote 
trade and democracy. 

“Today, from Ghana to 
Mozambique, from C6te 
d'Ivoire to Uganda, growing 
economies are fuelling a 
transformation in Africa." 

he said. 

“It is time for Americans 
to put a new Africa on our 
map." Travelling with his 
wife, daughter Chelsea and 
three planeloads of aides. Mr 
Clinton was met on the tar- 
mac by traditional healers 
who poured a libation and 
President Jerry Rawlings, 
the former coup leader 
turned elected president 

Mr Rawlings, whose pur- 


suit of economic and politi- 
cal reforms has convinced 

the White House he is part 
of a generation of ■'progres- 
sive" African leaders it 
wants to do business with, 
draped a roll of royal kente 
cloth oyer his shoulders. 

The presidential entourage 
was later due to Oy across 
the continent to Uganda, 
where President Yoweri 
Museveni - regarded as the 
linchpin of the continent's 
“new breed" - will host a 
meeting of regional leaders 
in Mr Clinton's honour. 
Washington has been tout- 
ing the 12 -day tour, which 
comes as Mr mintnn faces a 
series of allegations of sex- 
ual misbehaviour hack 
home, as the start of a new 
relationship with Africa 
based on mutually beneficial 
trade rather than dependen- 
cy-inducing aid. 

But local analysts point to 
the marked shortage of con- 
crete initiatives on offer. 
“This trip is all about activ- 
ity rather than action,” said 
a Kampala-based diplomat. 
“The countries visited will 
bask in the glory, but if they 
expect a bonanza they are 
going to be disappointed. 
The amount of money on 
offer is teeny." 


With Mr Clinton due to 
arrive in U ganda in the early 

hours of Tuesday morning, 
Kampala residents were 
frantically putting the finish- 
ing touches to the capital's 
makeover. Across the city, 
lawns were being mani- 
cured, walls painted, side- 
walks gravelled, and con- 
crete laid as rose bushes 
miraculously materialised in 
flowerbeds. 

Other new elements mirac- 
ulously materialising in the 
hilly capital have been the 
hundreds of stocky US secu- 
rity men - sporting identical 
garish shorts and crew cuts 
- who have checked into 
Kampala's hotels ahead of 
the visit. 

Some have been e n gaged 
in practice helicopter runs to 
the sites Mr Clinton will 
visit The vigorous efficiency 
of the US operation has occa- 
sionally proved too much for 
Uganda's fragile infrastruc- 
ture. At one school, the blast 
from the helicopter rotors 
was enough to Batten a cou- 
ple of shacks perched too 
close to the makeshift land- 
ing strip. 

Investment in South Africa, 
separate section 
Observer, Page 17 
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Pressure grows 
over West Bank 


By Judy Dempsey fa Jerusalem 

Dennis Ross, US Middle East 
envoy, arrives in Israel this 
week amid growing disagree- 
ment within the Israeli gov- 
ernment over how much 
West B ank land to hand 
back to the Palestinians. 

Although the Israeli cabi- 
net at the weekend rejected 
a US proposal - not formally 
presented - to hand back 13 
per cent of West Bank land 
to Pales tinian control, it is 
far from certain that Benja- 
min Netanyahu, the prime 
minister, has secured una- 
nimity outside the cabinet 
for his tough stance. 

The cabinet statement said 
“a 13 per cent withdrawal is 
unacceptable." while Mr 
Netanyahu's aides , spoke of 
handing back less than 10 
per cent and would not bow 
to any US pressure. 

But in the first sign of 
opposition to the cabinet’s 
decision, several leading offi- 
cials yesterday questioned 
the wisdom of provoking a 
crisis with the US. just days 
after Mr Netanyahu snubbed 
the European Union's medi- 
ating efforts led by Robin 
Cook. UK foreign secretary. 

Aryeh Deri, leader of Sbas, 
the powerful ultra-Orthodax 
party in the coalition, said it 
was time to reach an agree- 


ment with the Palestinians. 
“It . . the debate is over only 
a few percentage points, 
then the strongest efforts 
should be made to reach an 
agreement with the 
Americans and the Palestin- 
ians, not in a warlike 
way. . . but diplomatically." 

Other coalition partners 
echoed Shas' call. Alex 
Lubotzky. a member of the 
centrist Third Way party, 
said that sooner or later a 
deal had to be cut. 

An agreement guaranteed 
by the US in January 1997 
stipulated the first pullback 
should take place in March 
of last year. The Palestinians 
rejected it on the grounds 
that the Israeli offer of 2 per 
cent was insulting. . 

Other pullbacks were sup- 
posed to be completed • 
“within 12 months from the 
implementation of the first 
phase... but not later than 
mld-1998”. But the govern- 
ment wants to link the third 
pullback to “final status" 
talks focusing on the future 
status of Jerusalem. Jewish 
settlements and other issues. 
• The Bank of Israel yester- 
day said it was cutting its 
key lending rate by 0.4 per- 
centage points to 12.2 per 
cent This reflects its confi- 
dence that inflation is under 
control 


Bankers 
seek new 
formula 

By George Graham, 

Banking Editor 


International bankers are 
failing on the Basle commit- 
tee of bank supervisors to 
change their formula for cal- 
culating bow much capital 
h anks need to hold as a 
cushion against risk. 

The Institute of Interna- 
tional Finance (HP), a Wash- 
ington-based organisation 
representing commercial and 
Investment banks as well as 
insurers and fund managers, 
said the ten-year-old 
Basle capital accord was 
“flawed" and could encour- 
age banks to take more 
risks. 

As a first step, an IIF 
report called for changes to 
the Basle risk weights, 
which recognise only a few 
simple categories of credits 
and treat all private sector 
loans as carrying the same 
risk. B anks are required to 
hold capital equivalent to 8 
per cent of their assets, with 
some less risky assets such 
as mortgages and sovereign 
loans carrying a reduced 
risk weighting. 

"The problem for us is 
that today if a bank grants a 
credit to General Electric or 
to an Indonesian company, it 
will get the same risk 
weighting." said Georges 
Blum, DP chair man . 

Bnt the HF also wants 
supervisors to begin thepro- 
cess of recognising the credit 
risk models banks use inter- 
nally. 

“ Recommendations for 

revising the ngulatoryj capb 
tal rules for credit risk pub- 
lished by Institute of Irttema- 
tional Finance, http.ll 
www.uf.com 


Chilean 
elected 
ILO head 

By Ranees WHflams in Serova 


Juan Somavia, Chile's 
ambassador to the United 
Nations in New York, was 
yesterday elected to become 
the next head of the Geneva- 
based International Labour | 
Organisation, succeeding 
Michel Hansenne of Bel- 
gium. 

Mr Somavia, 56, will be the 
first ILO director-general in 
the organisation’s 79-year 
history to come from a devel- 
oping country. The current 
chairman of the UN’s eco- 
nomic and social co un ci l , he 
has a background in interna- 
tional economic and social 
diplomacy and human 
rights. 

The ELO's 56-member gov- 
erning body voted 44 to 12 
for Mr Somavia against 
Maria Nieves Roldan-Confe- 
sor of the Philippines, who 
was backed by east Aslan 
nations. 

Mr Somavia, who began 
his ILO campaign last sum- 
mer, had the support of the 
US and Latin American gov- 
ernments as well as the 
trade unions which, under 
the ILO’s tripartite struc- 
ture, are represented along- 
side employers’ organisa- 
tions in ILO bodies. 

The Chilean is not due to 
take office for another 12 
months when Mr Hansenne 
completes his second five- 
year term. 

The governing body will 
this week discuss the text of 
a “solemn declaration” by 
the ILO’s 174 members to 
uphold seven core labour 
standards, including freedom 
of association and collective 
Ha r aining , and elimination 
of forced labour and child 
labour. 



Strategy 

and 

technology 

deliver 

results. 


Another Deloitte Consulting Difference 

— "s 


DELOITTE 

CONSULTING: 

Strategy 
and technology 
only deliver 
promises. 

People and processes 
deliver results. 

Some consultants specialise in strategy. Others focus on new technology. 
What too many fail to recognise is that without significant change to the 
processes people use with these new strategies or technologies, 
their promised returns will never be fully realised. 

At Deloitte Consulting we have always understood how critical people are 
to implementing real, lasting change. You can see it in our working style - a 
uniquely flexible, respectful and collaborative approach that prompted 
one analyst to tell Computenoorid * “We hear time and again 

that they are the most user-friendly.” 

Which is important Because it helps us get your entire organisation, 
from boardroom to backroom, to buy into changes at hand. 
And gives us the ability to transfer the knowledge and skills your people 
will need to deliver the full benefits of any new strategies and technologies. 
And to keep those improvements from unraveling after we’ve gone. 

For results you can count on today. And build on tomorrow. 


A very different approach. For very different results. 


Deloitte & Touche Consulting 
Group 

1 / 


©Detoitre & Touche Consulting Group Lid. 'Computer world, July 28. 199? 


V 








•• 


















_ -if' : V»'t -■•V 




~ x ■ 


W»i». .=. 


s*; 




i?.«K 

***'• 


in.»1 




m 




#■ 










Networked Technology Servici 


JHcrosoff 


WANG GLOBAL AND MICROSOFT. 

A match made in Heaven. And London. 

And Paris. And Milan. And Boston. 

And Amsterdam. And Brussels. And Madrid. 


And Hong Kong. And Sydney... 



| bd dly announces its enterprise alliance with Microsoft. Microsoft has a vast range of products and customers all over the world. As a 

r Wang Global has the size, expertise and global reach to handle them. We are a $3.6 billion services and solutions provider with 15,000 

r 40 countries. So now wherever customers want to go with Microsoft, we'll be there, http:/ /microsoft. wang.com. 0800 731 0145 
jrofessionals in over 
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PRIME MINISTER SPOKE TO HIS ITALIAN COUNTERPART AS US MEDIA M^|^TE]S_NEGOT|ATIO^^O]j®I > MroiAS^R^Q®D B: DEIL[CftTE_Sr^^ 

Blair intervenes on Murdoch’s behalf 



By James Bftz n Rome and Robert 
PeslOR m London 

Tony Blair last weds: intervened on 
behalf of Rupert Murdoch by 
speaking to Romano Prodi, the Ital- 
ian premier, about the US media 
magnate's attempt to acquire an 
Italian television network. 

The UK prime minister asked his 
Italian counterpart whether his 
government was likely to obstruct 
Mr Murdoch’s £4bn ($6.68bn) 
attempted takeover of Mediaset. 
Italy's leading commercial televi- 
sion company. 

It is the clearest sign to date of 
Mr Blair’s close interest in Mr Mur- 


doch's affairs and will spark con- 
troversy in the UK. Mr Murdoch's 
Sun newspaper, the top-selling UK 
daily, has given strong support to 
Mr Blair for the past year, but is 
mistrusted by the bulk of back- 
bench Labour MPs, who hold him 
responsible for Mr Blair’s cautious 
approach to European monetary 
union. 

Mr Blair spoke to Mr Prodi on 
the telephone as Mr Murdoch’s 
BSkyB satellite television network. 
40 per cent owned by News Corpo- 
ration, was involved in delicate 
talks over the deal with Silvio Ber- 
lusconi, the former Italian prime 
minister. Mr Berlusconi’s Fininvest 


investment fund holds 50.6 per cent 
of Mediaset. 

A UK official said it was per- 
fectly normal for government 
heads to talk to each other about 
the activities of their domestic 
companies. BSkyB fits into this 
category, but its biggest share- 
holder. News Corporation, is Aus- 
tralian and Mr Murdoch is a natur- 
alised US citizen. 

Mr Murdoch's attempt to take 
control of tbe television group, 
which runs three national chan- 
nels. collapsed on Friday after Mr 
Berlusconi rejected a £4bn offer. 

Earlier in the week Mr Blair 
spoke to his Italian counterpart to 


find out whether there could be 
any government objection to a 
takeover on legal grounds. 

"Mr Blair was enquiring whether 
there would be any official obstruc- 
tion to the deal, what the Italian 
government’s attitude would be to 
it.” said an Italian official. “The 
question was whether such a deal 
could turn into an affair of state as 
we have seen many times in the 
past.” Tbe Italian official said the 
impression that Mr Blair was act- 
ing on behalf of Mr Murdoch 
“would appear to make sense”. 

The prime minister's office con- 
firmed last night that Mr Prodi and 
the prime minister had spoken last 


week about “a range of things, 
mostly relating to the UK’s role as 
European Union president," but 
refused to comment on whether Mr 
Murdoch had been disciused. 

A spokesman for Mr Blair dis- 
puted one aspect of the Italian- ver- 
sion of events. He said that the 
conversation had taken place at Mr 
Prodi’s request, although an Italian, 
official bad earlier said Mr Blau- 
bad placed tbe caff. 

In their conversation, Mr Prodi 
said he envisaged there would be 
no obstacles to a Murdoch acquisi- 
tion horn the Italian government 
News Corporation last night said it 
had “nothing to say”. 


Casinos’ hopes of early reforms are rebuffed 


Industry insists it is 
governed by a set 
of antiquated laws, 

Scheherazade 
Daneshkhu reports 

T he British casino indus- 
try is urging the govern- 
ment to reform tbe UK’s 
antiquated gambling laws. 
The pressure follows last 
week's Budget, in which a 
hefty rise in casino gaming 
duty was imposed. 

The industry argues that it 
was unfair of the govern- 
ment to impose higher taxes 
when the industry cannot 
increase revenues because of 
the constraints on it under 
the 1968 Gaming Act. All 
gambling industries have 
demanded a relaxation of the 
ti gh t rules governing tVimn 
after the launch of the 
National Lottery in 1994 
made nonsense of the act’s 
premise that the public's 
appetite for gambling should 
not be stimulated. 

The previous Conservative 
government implemented 
reforms through deregu- 
lation orders to avoid the 
need for full legislation. 
Restrictions on bingo and 
football pools (betting on the 
results of soccer games) 
advertising were lifted, bet- 
ting shops were allowed to 
open up their shop fronts 
and fruit machines were 
allowed higher stakes and 
prizes - measures welcomed 
by the industries but also 
criticised as slow in coming. 

However, the casino indus- 
try complains that it has 
been given few concessions. 
Although the governing 
Labour party has appeared 
sympathetic to its demands, 
there has been little in the 
way of deregulation since 
the government took office 
II months ago. 

The casino industry wants 
limited advertising rights - 
casinos cannot list tbeir 
address in a directory - 



Long odds: George Howarth, the mi nist er responsible lor gambling, hotds out Gttte hope for speedy reforms Picture: Brendan Coo 

through the back 


$4.3bn paid for gambling chips in 116 establishments 


There an 116 casinos in the 
UK, 21 of which are In London. 
Scheherazade Daneshkhu 
writes. 

Two- thirds of the UK’s 
casinos are owned by public 
companies. The Rank Group, 
the leisure company which also 
owns Butfln’s holiday centres 


and Odeon cinemas. Is the 
largest single operator with 31 
casinos. Stakis, the 
Glasgow- based hotels company 
and Stanley Letetre, the 
Liverpool-based betting group, 
are the other large operators of 
casinos outside London. 

Money exchanged for chips 


amounted to £2.6bn {$4 .3 bn) 
last year, of which £1 .7bn was 
in London. The tax rise 
announced in the Budget 
package last week affects 
London's “high roller” casinos 
more than others since they pay 
80 per cent of the national total 
of gaming duty. 


clearance to accept postal 
applications for casino mem- 
bership and for membership 
of one casino to be valid at 
others operated by the same 
owner. However. George 
Howarth, the Home Office 
minister responsible for 
gambling, holds out little 
hope of speedy changes. 

Mr Howarth said he hoped 
to put these demands out to 
consultation after Easter. 
This makes it unlikely that a 


deregulation order would be 
laid before parliament before 
the autumn, or that the mea- 
sures will be enacted before 
next spring. 

Tbe proposals have 
already been through two 
rounds of consultation under 
the last government, but Mr 
Howarth said these bad been 
Incomplete. 

Other demands, including 
those for more jackpot 
machines, would take lon- 


ger. said Mr Howarth. They 
depended on the outcome of 
negotiations between the 
industry and the Gaming 
Board, the regulator, to 
reach a compromise on the 
number demanded by casi- 
nos. Proposals to allow more 
casinos were not a priority, 
he said. Labour appears less 
comfortable than the previ- 
ous government with the 
deregulation mechanism - 
regarded by critics as law- 


making 
door. 

The piecemeal nature of 
gambling deregulation has 
led to complaints of inconsis- 
tency between the industries 
and calls for a complete 
overhaul of the legislation. 
The . Gaming Board has 
joined the gambling indus- 
tries in calling for a thor- 
ough review not only of the 
Gaming Act but also of 
related legislation on betting 
and lotteries. 

The gambling industry is 
seen now as an extension of 
the leisure industry. There 
have been enormous 
changes such as gambling 
on the internet not foreseen 
by the legislation," said Mr 
Howarth. “But we are a new 
government and have a 
heavy legislative pro- 
gramme. I cannot see any 
prospect of a review within 
at least the next two years.” 


Channel tu nn el 
fire seen as 
‘malicious act’ 


By Charles Batchelor, 
Transport Correspondent 


The fire in the Channel rail 
tunnel between France and 
England in 1996 was “a mali- 
cious act,” Patrick Ponsolle, 
chairman of Eurotunnnel, 
the company which operates 
the tunnel said yesterday. 
He spoke after a French judi- 
cial inquiry co nfir med that 
the fire was probably the 
result of arson. 

“The experts' conclusions 
do not come as a surprise to 
me," said Mr Ponsolle. “I 
wish to see those responsible 
brought to justice and the 
origins of the fire folly 
exposed." 

The company welcomed 
the report as showing that 
the fire, which trapped 31 
truck drivers and three train 
crew members on a burning 
train, was not the result of 
an accident caused by its 
equipment or installations. 

One suggestion made 
shortly after the tire was 
that a flare had been fired at 
the train. On tbe day of the 
fire, Eurotunnel staff were 
demonstrating against 
redundancies at the Calais 
terminal in France. French 
truck drivers involved in a 
labour dispute were also 
present at the terminal. 

The .French prosecutor 
said the person or persons 
responsible had not been 
identified, but investigations 


were continuing which 
might lead to a charge of 
deliberately causing a fire. 

The fire led to the with- 
drawal of freight shuttle ser- 
vices for six months and to 
restrictions on other train 
sendees. The fire cost £200m 
in repairs to the damaged 
tunnel and shuttle train and 
in lost revenues, though 
most of this was met by 
Eurotunnel’s insurers. Euro- 
tunnel resumed its freight 
shuttle services last June, it 
may install a spray system 
in the freight shuttles. 

The company has denied 
that the open lattice design 
of Its freight shuttles fanned 
the flames of the blazing 
wagon. 

• Rail supervisors and 
inspectors are re-training as 
train drivers because a 
shortage of train crew has 
led to some drivers earning 
9S much as £50,000 ($83,500) 
a year, the Amalgamated 
Society of Locomotive Engi- 
neers and Firemen, tbe driv- 
ers' trade union, said yester- 
day. The union said one or 
two drivers were earning 
£50.000 with a larger number 
earning between £40,000 and 
£45,000 because they were 
working overtime. South 
West Trains said Its drivers 
earned on average between 
£25,000 and £26,000. Cannes 
Sooth Central said average 
driver earnings were 
between £2&500 and £24,500. 


GTech to face lottery 
regulator over ‘fitness’ 


By Scheherazade 
Daneshkhu, Leisure 
industries Correspondent 


Officials from GTech, tbe US 
lottery company, will today 
meet John Stoker, the regu- 
lator of the UK’s National 
Lottery, to answer concerns 
about whether the company 
is fit to be involved in run- 
ning the lottery. 

The meeting follows 
Ofiot’s demands for assur- 
ances from GTech on its 
business practices both past 
and present around the 
world. Three pages of 
GTech ’s 3997 annual report 
are devoted to listing legal 
action against the company. 

GTech said its assurances 


to the regulator, submitted 
earlier this month, bad been 
“comprehensive in scope and 
substance”. GTech is a mem- 
ber of the C-amelot consor- 
tium which has run the UK 
lottery since it opened in 
1994. 

Mr Stoker is likely to 
decide whether GTech 
should continue to be a 
shareholder in Camelot. 
Under the terms of the 
National Lottery Act. Mr 
Stoker bas the power to 
revoke Camelot’s licence if 
those managing the lottery 
or benefiting from it are not 
“fit and proper”. Tbe other 
members of the Camelot con- 
sortium are Cadbury 
Schweppes, the UK food and 


drink group, De La Rue, the 
security printers, Racal Elec- 
tronics and ICL, a UK off- 
shoot of Fujitsu. 

The inquiry was prompted 
by a London court ruling 
last month that Guy Snow- 
den. the former chairman of 
GTech, had tried to bribe 
Richard Branson, founder of 
the Virgin group, to drop his 
rival bid for the lottery 
licence. Mr Snowden later 
resigned from the boards of 
Camelot and GTech. 

Peter Davis, the former 
lottery regulator, also 
stepped down after disclo- 
sures that be had awarded 
the licence to Camelot in 
spite of misgivings about 
GTech. 


Premier 
extends 
economic 
crusade 
to Paris 


By George Paiter, 
PoDtxai Correspondent 


Tony Blair, the prime 
minister, wQl today call on 
left-of-centre parties to stop 
attempting to control the 
economy, and concentrate 
on giving people the skills 
they need to adapt to a 
changing world. 

Speaking in the French 
National Assembly in Paris. 
Mr Blair wiff give his fullest 
exposition yet on his 
so-called “third way" 
between unbridled- capital- 
ism and old-style socialism. 

Blair aides said the speech, 
to be delivered in French, 
was not an attack on the 
commitment ' of Lionel 
Jospin’s government to 
labour market regulation, 
incl uding a 35-hour working 
week. However Mr Jospin 
may bridle at Mr Blair's 
attack on rigid labour mar- 
kets, which the pr imp minis- 
ter rifljmg can lead to job 
losses. 

“Rigidity in the labour 
market can result in another 
form of injustice,” Mr Blair 
will say. He will argue that 
governments have a difry to 
impose order on rapid 
change by improving train- 
ing and education. “If you 
don’t take that attitude: 
change traps us, paralyses 
ns and defeats us." he will 
say. 

The third way was neither 
laisser faire nor state con- 
trol. but about governments 
improving the employability 
of their workforce: “There is 
no left anight in economic 
management today - there 
is good and had.” 

The prime minister's office 
said Mr Blair had written 
the speech in English, and 
that it had been translated 
into French. In his youth, be 
spent a summer working in 
a Parisian bar. but he has 
been practising his delivery 
with a French-speaking gov- 
ernment offkaaL- 

The speech has a philoso- 
phical tone and is being 
billed as the fullest exposi- 
tion of Mr Blair’s political 
creed since the general elec- 
tion. He is thought to be the 
first British prime minister 
to address the assembly. 

He will say he is guided by 
a belief in “solidarity, jus- 
tice, freedom, strong common 
nities. and of societies as a 
necessary means for individ- 
ual advancement”. His defi- 
nition of the “third way” 
goes beyond economic man- 
agement and into social 
affairs. He will accept that 
the old co mmunal bonds 
were gone, but that it was 
possible for governments to 
impose order among social 
disintegration. 
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SINGLE CURRENCY ____ 


Siemens sets up euro account 

The UK’s first euro-denominated bank account, 

day. wfH remain empty for another nine months 

ts created. But there was more than symbolism behind National 

Westm inster Bank's opening the account for the UK subsidiary at 

Semens, the German engineering group. ...... 

Semens, a long-time champion of the «jto. rs hoping that os . 
head start wilt help to sell the commercial advantages of using 
the currency to Its UK suppliers and customers. 

8emd Euler. UK finance director, also wants technical snags to 
be sorted out long before the euro goes five. Siemens has been 
anxious to avoid the appearance of obliging suppliers or custom- 
ers to use euros. “We will not force them, that would be foolish." 
Mr Euler said. Clay Herns, London 


SQOTCHWHISKY * . 

Sales to Japan up by 17% 

Exports of Scotch whisky rose last year with sales to Japan up 
17 par cent compared with the previous year, the Scotch Whisky 
Association reported yesterday. But the US remained the biggest 
Scotch whisky drinking nation outside Britain with sales worth 
E31 1m ($520m), an increase of 14 per cent Spain bought 15 per 
cent more Scotch whisky, making it the second biggest Importer. 

Although the French remain third in the export market, sales 
there decreased by 9 per cent resulting in a feu in sales of aknost 
£20m_ The total erqxxt market rose from £2.27bn to S2.39bn- - 


EXCISE DUTY CHALLENGE 


Brewer wins right to hearing 

Privately owned brewer Shepherd Neeme yesterday won the right 
to take Its case over rates erf beer tax to the Court of Appeal in 
London. The appeal, for the right to take the case to the Euro- 
pean Courts of Justice, wifi be heard In about three months' twne. 
sad Cherie Booth - who presented the case - after a 90-second 
hearing: She is the wife of Tony Blair, the prime minister. 

Shepherd Neame, a 300-year old family-run brewer, argues 
that raising beer tax In Britain runs counter to the Treaty of Rome 
European Union target of harmonising excise duties, which are . 
much lower on . beer on the continent than they are In Britain. 

*The question is whether Britain has the right to set unfair rates in 
its own excise duties, or whether it shtxfid fall within EU jurisdic- 
tion,' said Stuart Neame, company vlcc-chairman 


PROPERTY TAX 


Landmark ruling for utilities 

The prospect of the government losing hundreds of millions of 
pounds a year in business rates [municipal property tax] paid by 
the former nationalised industries lessened yesterday after a land- 
mark ruling in which British Telecommunications lost a bid to 
have part of its annual rates bill almost cut in half, in a judgment 
which could affect all privatised utilities, the Central London Valu- 
ation Tribunal ruled that BT should pay business rates according 
to a new formula that would roughly maintain its payments. BT 
said it would appeal. 

However, uncertainty still remans over the £1 .1 bn ($ 1 ,83bn) the 
government collects in business rates from the former national- • 
teed industries. John Mason, London 


RADIO BROADCASTING 


DJ’s company in digital bid 

Ginger Media Group, the broadcasting company owned by Chris - 
Evans, the disc jockey, will today announce it has teamed up with 
GWR Gimp to bid to run the UK’s only national commercial digi- 
tal radio licence. . .. 

The licence will be advertised today by the Radio Authority ft 

will cany three existing national stations - Talk Radio, Virata 
Radio and Classic FM — and five new ones. 

Gnga-, farmed as part of Mr Evans’ purchase last year of Vir- 
gin Radio, has signed an exclusive deal to Join GWR’s consor- 
tium. Digital One. Equity shareholdings have not been finalised, 
although Ginger is believed to have been offered a 10-15 per 
cent stake in the group. GWR, which owns Classic FM, fa expec- 
ted to take a controlling interest. Cathy Newman, London 


Korean electronics group opens empty plant to Welsh scrutiny 


In spite of recent claims of long delays, LG is upbeat about the 
progress of its $2bn investment, Juliette Jowit writes 
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ast month, 50 .people, 
about half of them Kor- 
ean, gathered at a golf 
blub in south Wales for a 
karaoke singalong. The 
incongruous event was the 
first meeting of a social club 
set up by LG, the Korean 
electronics group, at its new 
£i.3bo ($2.2bn) semiconduc- 
tor factory near Newport. 

Apart from being the Kor- 
ean staffs favourite enter- 
tainment, the company cites 
it as proof that there is confi- 
dence is tbe progress of the 
project in spite of recent 
claims of delays of up to two 
years. 

Economic chaos in south- 
east Asia last year prompted 
concern for the LG electron- 
ics and semiconductor proj- 
ect, Europe's biggest over- 
seas investment, involving 
6,100 jobs. But while large 
cuts were forced on rival 


conglomerates. LG - which 
has already started electron- 
ics production - was seen to 
be protected by its relatively 
low level of debt 

In January. LG Semicpa 
postponed the production 
start date by six months to 
mid 1999 to upgrade technol- 
ogy, arousing new fears over 
the future of the plant. 
These were fuelled last week 
by suppliers' claims of 
delays of up to two years. 

The company recently 
opened the gates to the 50ba 
site as part of its campaign 
to stamp out continuing 
doubts. Hie scale of the proj- 
ect is almost overwhelming 
- three enormous white 
blocks cover 26,000 sq m and 
rise four storeys high. They 
should be ready for fitting 
out this summer. 

LG’s main problem, how- 
ever. is the question mark 


not over the buildings, 
funded by the Welsh Devel- 
opment Agency, but produc- 
tion - for which no hard evi- 
dence is yet in place. 
Instead, public relations 
manager Jill Roberts points 
to an accumulation of other 
preparations and “good busi- 
ness sense”. 

LG Is involved In local 
training and has recruited 
114 key personnel, including 
12 engineers, graduate train- 
ees and “scholarship" stu- 
dents, the company’s appren- 
tices. A £200,000 Oracle 
computer system has been 
installed, and a company 
pension scheme set up. 

All this is happening 
because strategically the 
plant is vital to the group 
now and in the future, says 
Ms Roberts. 

Being LG Semicon’s only 
overseas plant makes it vital 



PosUonbig the hardware: a buBder works on LG’s factory Retire.- vw^es News & Pictures 

for tapping European mar- the work could be trans- 
feree!, which has threatened 
other investors’ projects in 
the UK. 

In the longer term, provid- 
ing the means to manufac- 


kets, particularly as a wmbr 
of generating cash during 
hard times in Korea, It also 
means there are no other 
overseas operations to which 


Jure microchips which are 
four times as powerful as 
5°®* ^competitors, within 
about two years, could put 

oi world markets. 
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Gigantic misconceptions 


Achieving mass has virtually no effect 
on long-term company survival - despite 
the myths about size, says John Kay 


H 


In the past few weeks, it 
has seemed that it could 
not be long before the 
whole of British industry was 
merged into a single company. 
The new Glaxo WeHcome Smith- 
Kline Beecham Barclays NatWest 
would be advised by Deutsche 
SBC Warburg Dillon Reed Mor- 
gan Merrill and audited by 
KPMG Coopers Price Waterhouse 
Erast & Young and its share 
price would drift gently towards 
the stratosphere. 

Never has the cult of gigantism 
gone so far. Two themes keep 
recurring. One is that the mod- 
ern business environment 
favours large companies: "We 
need critical mass." 

The other is that most indus- 
tries are going through, or need 
to go through, a process of 
rationalisation.- “There will only 
be a few global players in this 
industry and we intend to be one 
of them." 

These arguments, although 
similar, are distinct. It may be 
true that the financial services 
industry has too many companies 
and the process of reducing that 
number will inevitably mean that 
existing ones get larger. But that 
does not necessarily imply that 
the largest companies, either 
now or in the future, will 
do best 

Lloyds Bank has been both a 
beneficiary and a. successful pror . 
moter of rationalisation, not 
because it is the biggest British 
bank, but because it has been file 
best performing. And there are 
industries - of which banking is 
one - which have always been 
dominated by large companies 
but there have been changes in 
the ranking of these large 
companies. 

Here, I focus on the first of 
these issues: are large companies 
more likely to survive? In subse- 
quent articles I will look at 
whether there is a general ten- 
dency for industries to became 
focused around fewer and fewer 
companies, and why certain 
beliefs about size are so wide- 
spread despite the absence of 
much evidence of support for 
them. 

As the 20th century draws to a 
close, it is a timely moment to 
look back at those companies 
that were largest when the cen- 
tury began. In 1912, US Steel was 


the largest industrial company in 
the world. The arguments that Its 
promoters used then are entirely 
familiar today. 

US Steel achieved leadership 
through a combination of success 
in the marketplace and strategic 
acquisitions. It was well placed to 
achieve cost reductions by ration- 
alisation and had established the 
size to dominate what was to 
become an important interna- 
tional industry. 

USX (as US Steel became when 
it misgnidedly sought salvation 
by buying an oil company twice 
its own size ) is now a shadow of 
its former self. Its market 
capitalisation is now less than 
one twentieth of the largest cor- 
poration of today, General Elec- 
tric. 

General Electric itself, with 
Exxon and Shell, is one of the 
three companies to have 
remained in the top dozen 
throughout the century. Of the 
other leaders of 1912. several 
have disappeared and the others 
have shrunk. 

That is broadly par for the 
course. One-third of the fop com- 
panies of 1912 are, or are part of, 
successor companies, which have 
grown during the course of the 
century; the remaining two- 
thirds are relatively smaller now 
than they were then. In the 
long run, most large companies 
faiL 

Being in the right industry 
clearly helps. The oil business 
was a good one to be in as the 
20th century dawned and Exxon 
and Shell prospered accordingly. 
Other companies, such as Coats 

— ja '» - ■_-*— » 

lop iz onunui companies 


(textiles), Pullman (railcars), 
Singer (sewing machines). Ana- 
conda (copper), American Brands 
(cigarettes) and Navistar (agricul- 
tural machinery) were big play- 
ers in Industries that declined in 
relative importance. 

But this is only a small part of 
the explanation It is not just that 
USX is no longer the largest com- 
pany in the world: it is no 
longer even the largest steel 
company. 

American Brands and BAT 
were perhaps unlucky to be in 
tobacco, and perhaps wise to 
diversify out of it But there is 
still one tobacco company among 
the top dozen today. Philip Mor- 
ris, which no one had heard of in 
1912, outclassed American 
Brands and BAT in their core 
business. 


after a period of attrition, they 
are acquired by more vibrant suc- 
cessors. That was the story of 
Distillers - farmed in the 1920s 
by a merger between all the big 
Scotch whisky producers, and 
finally absorbed into Guinness in 
1986 after a 60-year history of 
decline. 

And for those that have 
roadbed the size of the average 
quoted company and above, the 
evidence throughout the century 
is that larger scale has virtually 
no effect on the chances of 
long-term survival. 

For every long-term success 
story, such as GE, Exxon or 
Shell, there is a counter example, 
such as Austin Morris in Britain. 
Ling-Temco-Vought in the US. 
Aikawa in Japan, and Reemtsma 
in Germany, 


Great corporations rarely go bust But 
their normal fate is ultimately to disappear 
from the scene when, after a period of 
attrition, they are acquired by more 
vibrant successors 


And General Electric is a com- 
plex story. While the electrical 
business was a good industry to 
be in, the company foiled or per- 
formed poorly in the principal 
new electrical industries (com- 
puters, consumer electronics, 
nuclear power) and Is best known 
today for its successes outside its 
apparent core (aero engines, 
financial services). 

The view that scale is an insur- 
ance against decline is not a com- 
plete misconception. Great corpo- 
rations rarely go bust But their 
normal fote is ultimately to dis- 
appear from the scene when, 


Each of these companies 
sought success from scale 
through acquisition and t em po- 
rarily entered the global top 100, 
only to leave it again. The 
merger of several poorly perform- 
ing companies served only to cre- 
ate poorly performing large com- 
panies. 

The author is the Peter Moores 
Director of the Said Business 
School at Oxford University and a 
director of London Economics. 
This is the first of three articles: 
the second tatil appear in tomor- 
row's FT. 


Then {191% 




and non 




Rank Canpeny - - 

tatifiky 

HQ 

Equity 

Campary 

Industry 

- HQ •• 

Equity- 

- ■ 


Coway 

cap. 



Country 


. . 1 ’ 



Sro- 


-- 

- 1 -- 

. SH- 

:i_usr- 

steel 

US 

'741’ 

General Satiric 

etodricato ' 

US 

-223. 

- - a - Boar \ 

oi 

US 

390 

Royal Dutch Shag 

- off 

UK/M.. 

' i our 

- 8 if & P Costa . 


UK 

287 

Boom 

d 

is 

■ 158 

• ._4 Mtowi . • 

- raBcare 

US 

200 

Coca-Cda 

inn* 

us 

_ 151-.- 

- -5- 1 tojd Dutch SM 

d 

UKJH . 

187 

bid 

drips 

US 

151 

SI Awnta - 

copper 

US 

178 

Men* 

pfranmcwBa* 

US ... 

121 

' 7 Sanaa! Satiric 

electricals 

US 

174 

Toyota Motor 

cars 

•J 

■ 117: 

• a StafjBr •. 

nwcMneiy 

US 

173 

ttmtk 

- ptamwxuticata 

Sa • 

•104- 

g -American Brands' 

tiQsrBtlss - 

IX 

159 

BM 

computers 

US 

■ 104 

. in. towar ■ 

machinery 

US 

160 

PHSp Mute 

brands 

-US 

101 

-11. .{KT-Itta&tar. 

cfesraftes 

. UK 

159 

Procter & Esmbte 

(nan* 

US • 

93 

12 - Ob Been . 

daman* 

SA 

158 

British Petroleum 

- d 

IK ■_ 

' - 86 


■ Uodm mm tt «u» copocttM tan tm aUUM hr Mr origM TOti me US 9M, Jew* 9uMl tarntm TUm, wrtrt WnB* m MfeMndm ftbma. 
smbkjl mki "tme mi tan** aw mb (humv nfcwtr** inwa ttaemi e im* imm 



Might is not always right the owktence Is that tergar scale has no affect on th® chancaa of fong-twm survival. KobaJ 


ogiam 









u 


FT GUIDE TO EXPO *98, USB0N . 

Voyage into ocean heritage 

Export goods, technology, research, arts, 
and sheer wealth will be on display from 
150 countries, writes Peter Wise 

What exactly is an “Expo” marks the 500th anniversary 


anyway? 

An international exposition, 
exhibition or world fair. The 
Great Exhibition of 1851, at 
the Crystal Palace in 
London, was one of the first 
They were basically trade 
shows back then, nation 
selling unto nation. 
International coordination 
was somewhat lacking too - 
five were held hi 1888 alone, 
in Barcelona, Brussels, 
Copenhagen, Glasgow and ' 
Melbourne. 

Today, Expos set 
themselves the rxtere lofty 
aim of inviting countries to 
"set out ideas rather than 
wares". But you can bet 
most of the 150 or so 
countries exhibiting in the 
Lisbon event, wbcb opens on 
May 22, will also be putting 
their best export goods on 
display. Others wlQ be 
hoping to impress with their 
technology, research, arts or 
just sheer wealth. 

One hundred and fifty 
countries - that’s quite a 
big turnout, isn’t it? 

The largest number for an 
Expo to date. The most 
conspicuous absences are 
Australia and Ireland. The 
latter says its world fair 
budget won't stretch to 
Lisbon. The former is at 
odds with Portugal over oil 
off East Timor, a former 
Portuguese colony invaded 
and annexed by Indonesia, 
which isn't coming either. Of 
course, a few more countries 
have come into the world 
since Expo '92 in Seville. 

This is also the last one this 
century. But Lisbon likes to 
think it is the thane that 
has created the most 
interest 

That befog? 

Hie oceans: a heritage for 
the future. 

I see what yon mean about 

lofty. 

The a ifo is to encourage 
debate on how to protect the 
gess from pollution and 
preserve the ecological 
balance of the planet It all 
ties in with the declaration 
of 1998 as International Year 
of the Oceans, a Portuguese 
proposal approved by the 
United Nations. It's no 
coincidence that 1998 also 


of Vasco da Gama’s 
pioneering voyage from 
Europe to India. Portugal 
doesn't see any harm in 
gently reminding the world 
that it was a global power 

back then 

Who decides when and 
where an Expo win be held? 
Setting up stall in several 
international exhibitions a 
year' was expensive, so - 
Germany and France tried to 
impose a little order. In 1928, 
an international convention 
w&S drawn up setting out 
rules. It also created the 
Bureau International des 
Expositions, based in Paris. 
This body, which now has 48 
member countries and Is 
chaired by Ole Philipson of 
Denmark, chooses from 
among several candidates 
for each Expo. Lisbon pipped 
Toronto for the 1998 bash. 
Expos are held every six 
years. 

All very worthy, but will 
Expo *98 be any fun? 

Unless you have an aversion 
to water. A bigger collection 
of events, entertainment and 
expositions of all things 
maritime, nautical and fishy 
has probably never been put 
together on earth or sea 
before. Expos are akin to a 
thinking person's Disney 
World and Just about every 


kind of aquatic experience 
imaginable is planned for 
the 8Jm visitors expected. 

To give you an idea, an 
audience of 10,000 will file 
four times a day into the 
Utopia Pavilion for a 
multimedia show an the 
myths and legends of the . 
oceans. In the Knowledge of 
the Seas Pavilion, an ocean 
storm, complete with 
thunder and li ghtning- , will 
he conjured up behind glass 
panels every five minutes. 

One of the biggest 
attractions is expected to be 
the Oceans Pavilion, the 
biggest aquarium in Europe, 
where four sea habitats are 
being recreated. Visitors will 
be able to walk around as if 
at the bottom of the 
Antarctic, Atlantic, Indian 
and Pacific Oceans. The 
200,000 fish, birds and 
animals from 200 species will 
include sharks, rays, sea 
otters and a penguin colony. 

A prett y good place for fish 
lovers then? 

Except If your taste is for 
grilled sardines . These are a 
favourite of the Portuguese, 
but they have been banned 
from the Expo site because 
of their all -pervading aroma 
- apparently in silent 
protest, small graffiti fish 
bones have appeared on 
some Lisbon walls. 

But don't worry about 
going hungry, there’ll be 
more than 80 restaurants on 
the site, including five-star 
cuisine from Morocco, 

Brazil, Finland and 


elsewhere. The night life will 
go on to 3am daily. The end 
of the exhibition, which 
closes on September 30, will 
be marked by the world 
premiere of a specially 
commissioned opera by 
Philip Glass, The White 
Raven. 

What will all those 150 
countries be doing? 

China will be showing a 
replica of the Great Wall 
Britain is staging a ride 
through submarine 
landscape on a moving. 

Spiral staircase. Russia was 
apparently considering 
towing: an iceberg to Lisbon 
but has given up the idea. 
Just as well, perhaps, as 
several ocean liners are 
being brought to the site to 
serve as floating hotels. 
Instead, Russia will be 
displaying the Mir 
underwater camera used to 
film the wreckage of the 
Titanic. Finland will be 
keeping visitors cool with a 
large ice rink. 

Does all this cost a packet? 
Tickets for the Expo cost Es5 
($27) a day, or Esl2£00 for 
three days - that is the 
estimated time needed for a 
reasonably thorough visit. 
Children and senior citizens 
pay half-price. Or you can 
buy a special computerised 
watch for Es 13,000 that also 
functions as a one-day 
ticket The whole thin g is 
estimated to cost about tebn. 
Ticket revenue and an 
associated property 
development are forecast to 
cover 85 per cent of the 
investment Taxpayers will 
fork out the rest 

What is Portugal getting out 
of all this? 

Investment, jobs and 
tourism revenue are some of 
the benefits. The long-term 
economic benefits are 
expected to account for 
almost a third of economic 
growth this year. More 
importantly. Expo '98 is the 
catalyst for the regeneration 
of a run-down dockland area 
through a big property 
project The aim is to bring 
new life to a 5km stretch of 
the Tagus riverside. Don’t 
fret if you cant get to Lisbon 
this summer, the 
Oceanarium, the Utopia 
Pavilion and much of the 
rest win be there 
permanently. They may 
even be serving sardines by 
then. 




WORLD 
EQUESTRIAN 
GAMES 




Mil 

Join forces with this winning symbol. 

A great sporting and cultural event: The World Equestrian Games ‘98. From 30th September to 11th 
October, Rome will become the equestrian capital of the world. The best horses and riders from more 
than 50 nations will be competing for success across five disciplines: dressage, three-day event, 
vaulting, driving and show jumping. Competition and entertainment at the highest level, attracting 
both huge crowds and the attention of the whole world’s press and television. Societa Pobblicit* 
Editoriale, chosen once again for its long experience, is the sole publicity agency for the World 
Equestrian Gaines ‘98: a unique opportunity to associate your Company name to a w innin g event 
For more infonnation call (+ 39)2-57577.410. 


MONRIF GROUP 

Pougrarci Editoriale Saa. 

ARestodelCariino 
LA NAZIONE 
ILGIORNO 




Socer a PubbuotA Edckmale s^a. 
sqm Sole PusucflY Agency 

Viate Mflanoftari, strada 3, paLBIO 
Tet (+39) 2-57577.410 (ax (+39) 2-57577.396 
20090 Assago (MOano), Italy 
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TRUCKING COMPANIES 
MOVE FREIGHT. 



SHIPS TRANSPORT 


G O O D S. 



AIR FREIGHTERS 
CARRY CARGO. 



CALL US TO MOVE IDE AS. 
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\ears ago, GTE was simply a telephone company: a mover of voices over copper wires. 
But now, we’ve become a leader in the movement of ideas and information via a variety 
of vehicles: local telephone, long distancej wireles$,v-video, the Internet, Airfbne* and 
directories. In fact, GTE has quietly built a company that’s a lot different than most 
people realize. So we wanted to take this opportunity to tell you how we walk the walk. 


We re now one of the largest providers of Internet 
solutions to business. And we ’re developing^ !5.QQQ-mile 
data network stretching from the eastern seaboard to 
the California coast. It will expand the GTE network ^ 
to 1Q0 times the size of today's Internet. 

GTE manages private data networks 
for thousands of clients, ranging 

Microsoft to the California 911 , 

service . And ne've heat a leading j|B|j^SBBBBMH5ra 

provider of information technology 
to the U.S. government for more 






oi<r Super Pages' / n £e 

Services are a valuable business directory receiving more 
than 28 million ; visitors last year. We also host some of 
the largest websites in the world 1 supporting more than 
25 million page views a day over our network . 


Were a leader in Internet security, too. making business 
oil the Net safer through state-of-the-art encryption and 
firewall technologies . such as our Site Patrol^ managed 

R ” -en the Department of Defense 

Treasury depend on GTE 
' highly secure networks . 

We 9 re also a long-distance 
company, ndth more than one 
nd a half million customers . 
Vere a wireless cotnpany. with 
•tore than four million cellular 
ustomers in the U.S \ Were the 
eader in in- flight calling, . with 
{irfone* installations in more 
ban 2,000 aircraft worldwide, 
ding a wireless paging system 
for major a ties in China. We serve more than 

six million customer} outside the US., from Canada to 
Argentina. And we have more than 21 million lines in the 
U.S. . from A la sks to Florida. 

We're people who move ideas, from one person to the 
other and one place to the next ; in a lot of different ways. 
That's what we do. That's who we are. 






While your business already has a telephone company, you may not have a local, long distance, 

.• '• ’ ? 1 , * • S| i, • ' J ^ 4 "i k i 

wireless, video, Internet,^ Airfbne 8 and directories telephone fcomparSy. And while-most businesses 
are familiar with people who move raw materials, finished goods and overnight packages, 
you may not have a company that 5 s dedicated to moving your most precious cargo of alL 

'¥our ideas. 
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\>ia cris» 


Could we take one someplace for you? 


www.gce.com 


PEOPLE 

MOVING 
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Challenge to calf 
exports rejected 


The UR could not prohibit 
the export of calves to other 
European Union member 
states whose farming 
systems did not meet the 
standards laid down in a 
European convention on ani- 
mal protection, but which 
did comply with the applica- 
ble European Directive, the 
European Court of Justice 
ruled last week. 

Compassion in World 
Fanning, the animal rights 
group, sought a judicial 
review of a decision by the 
UK minister of agriculture 
that the UK had no power to 
restrict the export of veal 
calves. The British High 
Court referred two questions 
to Luxembourg. 

The European Court con- 
sidered first whether the 
directive, which laid down 
iriinitnum standards for the 
protection of calves, was 
invalid, insofar as it was 
inconsistent with the Euro- 
pean Convention on the Pro- 
tection of Animals Kept for 
Farming Purposes and with 
the Recommendation which 
applied the convention. 

The Court noted that the 
convention had become an 
integral part of EU law, but 
that it left parties to the con- 
vention considerable discre- 
tion in iTn p 1 wna ntat< 0 7 i. 

The provisions of the con- 
vention were indicative only, 
and the recommendation 
expressly provided that it 
was not applicable. The 
Court said the directive's 
validity was not affected. 

The Court then considered 
whether a member state that 
had Implemented the recom- 
mendation could rely on 
Article 36 of the Treaty of 
Rome and. in particular, on 
the grounds of public moral- 
ity, public policy or the pro- 
tection of the health or life 
of animals set out in Article 
36, to justify restrictions an 
the export of live calves. 

It was uncontroverslal 
that a ban on the export of 
live calves from one member 
state to another constituted 
a restriction on exports con- 
trary to the treaty. However, 
.Compassion in World Farm- 


ing argued that such a 
restriction would be justified 
in the light of Article 36- 

Having noted that there 
was a European regulation 
on the common organisation 
of the market in beef and 
veal, the Court pointed out 
that recourse to Article 36 
was no longer possible 
where directives provided 
for harmonisation of the 
measures necessary to 
achieve the specific objec- 
tives of public morality, pub- 
lic health or the protection 
of the health of animals. 

Analysing the directive's 
wording, context and objec- 
tives, it concluded that it 
laid down minimum com- 
mon standards for the pro- 
tection of calves that were 
confined for the purposes of 
rearing and fattening. 

Those standards were 
exhaustive and contained 
well-defined temporary dero- 
gations. Member states were 
not entitled to adopt stricter 
measures for the protection 
of calves other than provi- 
sions applying within their 
own territory. The UK had 
taken -advantage of this to , 
apply stricter provisions. 

However, a ban on exports 
would strike at the harmoni- 
sation achieved by the direc- 
tive. Accordingly, a member 
state could not rely on 
Article 36 in order to restrict 
the export of calves to other 
member states for reasons 
relating to the protection of 
the health of animals. That 
was the specific objective of 
the harmonisation under- 
taken by the directive. 

Finally, the Court ruled 
that public policy and public 
morality were not being 
invoked as a separate justifi- 
cation, but were an aspect of 
the justification relating to 
protection of animal health. 

A member state could not 
rely on the views or the 
behaviour of a section of 
public opinion in order uni- 
laterally to challenge a har- 
monising measure adopted 
by the EU institutions. 

01(96: The Queen o Minister 
of Agriculture, Fisheries and 
Food, Ex parte Compassion 
in World Farming Limited, 
ECJ FC. March 19 1998. 

BRICK COURT CHAMBERS, 
BRUSSELS 
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DM6 names Herron 
as global forex chief 

Hal Herron Is taking over as global 
head of foreign exchange at Deutsche 
Morgan Grenfell, ttia Investment bank- 
ing arm of Deutsche Bank. 

DMG has spent heavily in the past 
three yews to become a global player 
in foreign exchange, which was never 
one of Deutsche's strengths. 

Herron, who has been with the bank 
for nine years, had shone as head of 
global markets in Australia and New 
Zealand for DMG. 

He succeeds Michael De Sa. who 
this month became DMG's deputy 
chief executive for Asia Pacific. De Sa. 
who had a busy four years running 
foreign exchange, will once again have 
to manage change. The bank is cutting 
9,000 of its 76,000 jobs worldwide, 
with much of the reduction to come in 
Asia. The redundancies will barely 
affect DMG's currencies business. 
executives said. 

DMG is making various other 
changes to its global markets 
division. Steve Kennedy and Chum 
Oarva/I will replace Herron as co-heads 
of the Australian global markets 
business- Kennedy wiii continue to 
run fixed income at DMG In Australia, 
and Darvall remains as treasurer 


INTERNATIONA L PEOPLE 






of the Australian operation. 

Soman Majd, the bank’s global heed 
of over-the-counter derivatives, is to 
assume the additional role of running 
high-grade fixed income trading In 
Europe. The bank said It was combin- 
ing the two businesses because of the 
planned launch of the euro and 'The 
increasingly integrated nature” of the 
fixed-income cash and derivatives mar- 
kets. 

Mark Yallop. chief operating officer 
of the global markets division, will 
become global co-head of money 
market/ repo at the start of April. He 
replaces Dell el Blndert, who has 
moved to Frankfurt to become Deut- 
sche's group treasurer. 

Herron. Majd and Yallop will be 
based in London and will report to 
Edson Mitchell, head of DMG's global 
markets division. 

&mon Kuper, London 

Koor acceptance for 
outsider Kolber 

When Canadian-born Jonathan Kolber, 
36. was this month appointed chief 
executive of Koor Industries, Israel’s 
biggest holding company, he may have 
finally pul an end to his Image in Tei 
Aviv as a foreign investor. 

Kolber first arrived in Israel 10 years 


ago as chief executive of Claridge 
Israel, the investment arm of the 
Charles Bronfman family of Canada, 
which acqured control , of Koor tot 
year. In time, he became fluent In 
Hebrew and married an teraefi. But 
even this dW not help him shake free 
of his outsider image. 

But by shrewd Investments in sev- 
eral companies, later to become s ome 
of Israel's biggest, Kolber proved that 
even a "Canadian be/" - as one news- 
paper once called hi m - could suc- 
cessfully penetrate Israel's tight-knit 
business community. And in the pro- 
cess, he helped Import a new type of 
business culture to Tei Aviv - one that 
focused on return on capital. 

Kolber recently scoffed at how in 
1987, when he was working few Cto- 
Idge in Canada, some Israeli financial 
journalists accused the group of fink- 
ing a poetically motivated decision in 
selling its holdings In Skipersot, an 
Israeli supermarket chain. 

■Nobody understood that we wanted 
to invest in companies like ECt Tele- 
com and Teva Pharmaceuticals 
because we thought there was more 
growth potential he said in his char- 
acteristically relaxed tone. 

Kolber never studied business, 
although he worked as an analyst at 
Salomon Brothers, the investment 


a degree m Near B*»n 
from Harvard University, and Svedfo 
Cairo for a year, where 
'h« Arabic skflfe at the American Ur* 

versfly. 

Avi MachUs, Jerusalem 

Pacific Dunlop 
xecruitsEady 

Padfic Dunlop, one of AurfraBa's Sf 
cst dhreralfled Industrial group®, has 

recruited an executive of Wo TWft the 

AngkbAusmSan mini nggian t, to heed 
its manufacturing operations. 

John Eady, president erf «o. TWO. 
japan, wtH join PacDun a# gxec utrvq 
general manager of manufacturing from 
May 1- Eady's appointment reflects 
PacDun's recent decision to step up ft* 
tationeSsation programme and to Uxn 
around flagging profit performance. 

Rod Chadwick, managing director of 
PacDun. said Eady’s appohitmwt 
would help realise “tens of mffllona of 
doOare* of profit Improvement fri the 

group's manufacturing operations 
worldwide. Eady was a senior eaoecu- 
tivo wtth CRA, the Australian mining 
company that merged with RTZ Corpo- 
ration to form Rio Unto. He moved to 
Tokyo two years ago to oversee the 

. /-n, aMI OT7 


•mb in welding different. corporate cx&- 

tL^-**"*«r°** 

quality and: Improvement practice*. 

fit PacDun. Eady wB be 

for overseeing tt» «■*** 

overhaul global ", nuuntforfur^O 
opsrationa. tto.'e* *0* 

£7 heads of FwOurte *x busnets 

Soups to Identify end-to Wroduoa 
changes required to Imprw* 

per fo r man ce. ' 

Eady's appointment fatiowe ft minor 
ma na gement shake-up fri aariy 
PadDtat Mdroow ri o d god that tie disap- 
pointing interim reaufta were 
due to poor performances, jh .o*fee 
and dWribution. The .group «**>■» 
As communication* cable Oustawe tot 
A$26m to Bekien foe. of the US. 

Gwen Robinson, Sydney 

Sir Alastair Morton 

joins Lonrhoboard 

Sr AlastaJr Morton, the fanner eo-. 
chairmen of Eurotunnel, la joWnfl tte 
board of Lonrho as the congtamarMe 
implements the test stages of As pfen 
to become a focused mining group. 
Southytttean bom Sir Atotek spare 

fnr umw In the mtnina industry St 'the 


Moving places 


• Sir Andrew Large is to 
become chairman of the 
Euroclear System and Eurodear 
Clearance System Socifefe 
Cooperative on April 20. 
RoK-Emst Breuer, the present 
chairman, Is resigning from both 
boards because of "pressing 
demands" in his role as 
spokesman of the board of 
managing directors of Deutsche 
Bank. Sir Andrew, 55, was 
chairman of the Securities and 
Investments Board In the UK 
from 1992 to 1997. 

• BARR ROSENBERG 
EUROPEAN MANAGEMENT, 
the global equity specialist 
manager, has appointed two 
new marketing directors. David 
Cooke becomes marketing 
director, Scandinavia, and Hilton 
Supra becomes marketing 
director, Europe. Jennie 
Paterson, managing director of 
Barr Rosenberg European 
Management, retains her 
marketing responsibilities in the 
UK and Middle East Cooke 
joined BREM in 1991 and Supra 
joins from Deutsche Morgan 
Grenfell. 

• Denis Senpere, 44, has been 
appointed deputy managing 
director of MATRA DATAV1SION 
with responsibility for operations 
In Europe and the Americas. He 
has been sales and marketing 
director since 1994. Robert 
BeiJue, 54, becomes operations 


director for Asta-Japan and 
major motor car programmes. 
Appointed chairman of 
Cisigraph in 1989, he managed 
the sale of the company to 
Matra Datavision in 1 994, 
before being appointed deputy 
chairman In charge of 
international operations the 
following year. 

• KEEBLER FOODS has 
named Robert Crozer. the 
51 -year-old vice-chairman of 
majority stockholder Rowers 
Industries, as chairman. Sam 
Reed remains president and 
chief executive. 

• Kurt Werner Kuehn. 55, has 
been appointed head of BASF 
INNOVATIONSFONDS. The 
company win acquire stakes in 
companies in the Rhlne/Neckar 
region in order to promote 
innovation. 

• Andre LadureJIi, 50, has 
been appointed international 
director of ELF ATOCHEM, alter 
being managing director of 
Ato-Haaa Europe since 1 992. 
jBan-Louis Besson. 50, has 
been appointed head of the 
company's fertiliser division and 
thereby becomes managing 
director of Grande Paroisse, a 
subsidiary of EH Atochem, He 
has been International director 
of Elf Aiochem and director of 
Grands Paroisse and Sod eta 
Charifienne des Engrais since 
1992. Jean-Marc Jaubert, 41, 
has been named head of EU 


. Atochem's petrochemicals 
division. He was formerly 
deputy head of the division. 

• GEORG FISCHER has 
named Robert Jeker as 
chairman, succeeding Ulrich 
Bremi who will retire following 
the company's agm tomorrow. 

• REUBEN H. DONNELLY has 
appointed Philip Danfort as 
chief financial officer. Danford 
was treasurer of its parent 
company, Dun & BradstreeL 
Dun & Bradstreet plans to spin 
off Reuben H. Donnelly, a 
marketeer of yeflew pages 
advertising, as an independent 
public company later this year. 

• PACIFIC CENTURY GROUP 
has appointed Ken Kiyoshi 
executive vice-president at the 
group and chief executive of 
Pacific Century Group Japan. 
Kiyoshi, who was formerly 
general manager of the Hang 
Kong branch of the Industrial 
Bank of Japan, will take 
responsibility for the group's 
operations in Japan. 

• Richard Salzmann vwU resign 
as chairman of the board and 
boart member of the largest 
Czech commercial bark. 
KOMERCNt BANKA, at the end 
of this month, but will remain as 
general director. He has 
resigned because of a new law, 
which takes effect on April 1, 
prohibiting a senator from 
holding a seat on the board at a 
corporation with pubBcty traded 


securities. Salzmann, widely 
seen as the deen of the Czech 
baking sector, was elected to 
the Senate in November 1996. - 
Komercro said Satzmam’s 
function as chief executive 
would also be Limited by the 
new law. 

• Eric VMot. 53. has been 
appointed head of the 
distribution division at IBM 
Europe, Middle East and Africa. 
He was previously head of 
marketing support at IBM 
Europe, and is also a member 
of the IBM France management 
I committee. VaBot replaces 
i Cosme de Moucheron. 40, who 
) becomes executive assistant to 
[ Wntam Etherington. IBM 
• EMEA's managing cfiractor. 

' • TOKAI BANK is to appoint 
j vice-president Hkfeo 
f Ogasawara president from April 
i 1. replacing Satonr Nisftigaki 
who will become chairman 
Ogasawara joined the brok in 
1962 after graduating from the 
econ o mic department of Tokyo 
j University. 

■ • Jarma Halonen has been 
! appointed managing director of 
( the Sweetish SCANIA group’s 
SCANIA LATIN AMERICA unit 
[ Halonen stepped down as head 
j of Scan-Auto in Finland two 
| years ago to take up the post of 
| deputy managing director of 
1 Scania Latin America. He wffl 
| take up the new post at the 
I beg inning at July. Latin America 


accounts for about a third of 
Scoria's total sales. Brazil was 
Scariafe largest single market fn 
1997, 

• AntB Keranen has 
succeeded managing director 
Erkki AnttUa as head of 
PRIMALOO, the manufacturer 
and marketer of alcoholic 
brands, including Flntentfla 
Vodka, Koskenkorva Vodka and 
Maximus Vodka. Kararwi joined 
the Aflro Group, the parent 
company of Primafco, fri 1089, 

| and since 1995 has held the 
positions of senior executive 
vice-prasidant and 
vice-chairman. Since January 1,. 
Keranen has led the 
management team of Prfmalco. 

• STANDARD CHARTERED 
has appointed Atagc Au as group 
executive director. He wflf be 
responsible for gov e rnment 
rotations and external a f faire , 
legal and compliance issues. 
aucSt and group economics. Au 

was previously foe vice- 
chairman and chief executive of 
Hang Seng Bank. 

• AUSTRALIA AND NEW 
ZEALAND BANKING GROUP 
has appointed Gary Toomey to 
its board of directors. Ha to 
chief financial officer and 
executive general manager of 
operations with Qantas Airways. 

• KONG TAJ INTERNATIONAL. 
HOLDINGS has appointed CSve 
Oxley as a non-executive 
director. 


• Pan Bor&hard, the 
managing director of the Pari* 
Office of GE CAPIT AL BEAL 
ESTATE, has been appoWad ' 
deputy chairman for Europe. - 
Kfrn Bradley, previously 
financing draotor, succeed* 
Borghard as head of the Paris 
office. 

• MICROSTRATEGY, the 
relational on-fine intoytidil ; 
processing vendor, has ' 
announced that Frank lngart. 
former chief executive end - - 
chairman erf Shiva Cor po rati on 
raid former vtoe-preaktant of 
wprtdwfda mark eti n g at Lotos 
Devetalprhant Corporation; hs*. 
joined Its bond of efiriectora. . •/ 
Mtoro m ra te gy also announced 
the appointment of Ralph 
Terkowftz, vtee*preakfent of - 
technology for the VUMMngwri 
Post Company . to lts bqwd. - 

• Beaton Sand* has bean 

appointed oommaroiai dfreotor 
erf smiths INDUSTRIES/: ' 
MEDICAL SYSTEMS {South 
Africa). " 
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SIEMENS 

NIXDORF 



Make your IT resources 
blossom... 


Modem IT systems are intended to help you be 
a more flexible and competitive market player. 
In addition to a custom-tailored hardware solu- 
tion, this naturally also means ongoing optimi- 
zation of your software. Because what good is 
the most powerful system if your applications 
lag behind its capabilities. But it takes consider- 
able know-how, time and money to administer, 
update and distribute the new versions, and 
these activities often can't be handled efficiently 
with your existing manpower. 



with software services 
from Siemens Nixdorf . . . 


That doesn't have to be your concern. Simply put 
your software support activities in the hands ofthe 
specialists from Siemens Nixdorf. They'll advise you 
on the mostsuitable products to select test them 
out in your system environment and assure that 
they're distributed cost-efficientiy and punctually 
wherever they may be needed. And, of course, 
we'll also keep track ofthe latest releases of your 
software and obtain the licenses for you. So that 
you can benefit from greater efficiency and focus 
on your core business. 






for information technology 
without the thorns. 


So you can concentrate on the challenges 
of your market and leave the support of your 
systems and software to Siemens Nixdorf 
rt Service. Our specialists have the cross- 
vendor know-how that's needed to assure 
you information technology without the 
thorns. For more information,simply fox this 
adta us at +49-89-636-45579. Dontforget 
to add your name and address! 
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ACT SELECTION FROM SCANDINAVIA 

Artists of 

the mind 


All too often, the 
gallery-going public is only 
familiar with art from its 
own native land. So it is 
good to see a French 
museum repairing the defi- 
ciency, at least in the field of 
Modernism, in bringing the 
work of unfamiliar, 
neglected and peripheral 
national schools to central 
attention. 

The Musfee d’Art Modeme 
de la Vllle de Paris is con- 
tinuing its sequence of admi- 
rable exhibitions - early- 
20th century Dutch painting: 
German Expressio nism ; and 
pan-European art In 1930s - 
with a close look at a hand- 
ful of Scandinavian painters 
of the late- 19th and early- 

Edvard Munch 
was famously 
disturbed, and 
Carl Fredrik Hill 
was frankly mad 

20th centuries. This, with 
the sole exception of Edvard 
Munch, has been one of the 
most grievously and 
unjustly neglected schools of 
all. 

Two Finns, two Swedes 
and a Norwegian make up a 
party which is inevitably 
dominated by Munch, whose 
inclusion and particularly 
generous representation 
work together both for good 
and ill. To show so much of 
his work unbalances the 
show overall, and it rein- 
forces the common supposi- 
tion that. Munch apart, the 
rest of Scandinavian art may 
have Us Interest bnt is. in 
essence, minor stuff 

On the other band, to see a 
great and fascfnatirg artist 
in fine and full display is 
always a good thing, which 
with Munch would otherwise 
require a trip to Oslo to 
enjoy. Almost his entire 
career is covered, from 1892, 
when he was 29. to 2943, the 
year before his death, and 
represented by major loans 
and. most especially, by the 
self-portraits to which he 
regularly returned. 

The other reservation is 
that given the exhibition’s 
title. Earthly Light: Heavenly 


Light, these artists are on 
the whole a gloomy bunch, 
with Munch himself pro- 
foundly if famously dis- 
turbed, and another of them, 
Carl Fredrik Hill, frankly 
mad. Clearly the selection 
was made with a strongly 
psychological reading of the 
work in mind which, though 
not unreasonable in itself, 
again reinforces the common 
prejudice against the dark, 
strange and gloomy north. 
Anyone with fuller experi- 
ence of Scandinavian art 
knows there is more to it 
than that 

That said, each of the five 
artists is remarkable, and 
with three of them, at least, 
one is left 1 wishing to see 
considerably more. F«rh is 
shown separately and the 
figure compositions and 
landscapes of Akseli Gallen- 
Kallela (Finnish. 1865-1931) 
occupy the first room. 

After some quietly Sym- 
bolist works, made around 
the turn of the century, 
come some rather beautiful 
snow and lake-scapes from 
the mid-1900s. which, while 
retaining something of Sym- 
bolism in their schematised 
manner, are fairly cheerful 
and robust. 

Even more direct, and 
frankly exuberant in the 
excitement of it all, are the 
small, magnificent oil 
studies he made on a jour- 
ney into Kenya In 1909 - a 
rich and entirely unaffected 
Expr essionism 

Next, and rather more 
intriguing! is the haunting 
sequence of self-portraits by 1 
Helene Scbjerfbeck (Finnish, 
1862-1946) which, though it 
began in her youth, here fol- 
lows her from about 50 into 
her extreme old age. She was 
more various an artist than 
that, had travelled through- 
oat Europe as a young 
woman, and had shown sev- 
eral timfts in Paris and even 
in London before she was 30. 
But with age she became 
more and more reclusive, 
and her work ever more 
fixed upon still-life and the 
portrait Though she contin- 
ued to show, her reputation, 
such as it was, was limited, 
and so it has remained u ntil 
now. 

These few self-portraits 
are astonishing in their 


THE ARTS 



Reflnacf intensity: setf-portraft by f to (cub Scftyerfbeck, 1915 


psychological intensity. Sim- 
ple enough to begin with, 
they grow ever simpler until, 
in the paintings and draw- 
ings of the last year or two 
of her life, they are reduced 
to the barest formal indica- 
tions of form and line. And 
yet her finesse and delicacy 
never desert her. Even as 
she confronts her mortality, 
and we, too find ourselves 
staring with her into the 
void, her face remains 
extraordinary and, perhaps 
by that very virtue, her 


paintings the most beautiful 
things. 

With August Strindberg 
(Swedish, 1849-1912) the 
temptation Is overstate and 
understate the case by turns. 
For with all great writers 
who paint (the obverse holds 
true, l*m sure), and who 
move among painters, the 
tendency is to allow talent 
by association. One la 
always interested in what 
they do, but rather for who 
has done it than for what it 
is. Strindberg knew Gauguin 


well, and showed with 
Munch, who was his friend. 

Yet here in Paris Is a 
group of his paintings that 
would have been worth the 
showing, no matter whose 
hand they came from. They 
are oddly clotted in the paint 
and awkwardly handled 
things, these sometimes 
near-abstract evocations of 
heaving seas, teeming skies 
and desolate cliffc. They may 
not have quite the magiste- 
rial authority of Munch, the 
refined intensity or Scbjerf- 


beck, the sophisticated ease 
of Gallen-Kallela, nor even 
the mad despair of Hill, but 
yet they are as interesting as 
any, and hold their own. 
They make the case that 
Strindberg was a painter too. 

William Packer 

Tnimbe du morale: LumBre du 
tieT: Musee d*Art Moderns de 
la VHle de Paris, 11 Annie du 
President Nikon, Pais 16, unffi 
May 17. 


More poetry, less bombast 


MUSIC 

^pRmCLWK 

The TcbaBuwskjr Experience 
Orchestra of die Age of 
BiOBMenment 

In a programme note for 
“The Tchaikovsky Experi- 
ence” at Birmingham's Sym- 
phony Hall last weekend. Sir 
Roger Norrington described 
the prospect of performing 
works like the Pathitique on 
period instruments as a voy- 
age Into the unknown. “We 
want to be able to hear the 
differences between ours and 
modern performances, to 
compare sonorities and 
styles." For Sir Roger's sake, 
it would be nice to report 
that his performances were a 
revelation, that they repre- 


sented as stark a contrast to 
tradition as his forays into 
Mozart, Brahms and Bruck- 
ner. 

The fact that this did not 
happen is no reflection on 
Sir Roger's missionary zeal 
or the skill of the Orchestra 
of the Age of Enlightenment 
It simply suggests that com- 
pared to previous "Experi- 
ence" composers, there are 
fewer differences in playing 
style and interpretation 
between the 1890s and the 
2990s. And even when the 
differences are clear - the 
fact that the brass don’t 
scream so much, the less 
brilliant sound of an 187D 
Erard piano - they are less 
startling. 

It’s not just a question of 
diminishing returns, as the 
era of composition gets 


nearer to our own, and the 
notation has more clarity 
and detail- It's the fact that 
Sir Roger has done too thor- 
ough a job for his own good. 
Thanks to his work on clas- 
sical and early Romantic 
composers, our ears are 
accustomed to minimal 
vibrato and all the other 
style features of the pre-mod- 
em orchestra. 

It’s in Sir Roger’s interest, 
of course, to exaggerate the 
abuses to which Tchaikov- 
sky’s music has been sub- 
jected. Tchaikovsky, he says, 
needs to be “de-hijacked 1 '; 
Tchaikovsky tradition is all 
about huge changes of speed, 
huge vibrato, huge gestures, 
hysteria. 

Really? Perhaps Sir Roger 
is thinking about some con- 
certs he attended in his 


youth. If he had heard Alex- 
ander Polianichko conduct 
Eugene Onegin at the Lon- 
don Coliseum earlier this 
season, be wouldn’t need to 
tell us Tchaikovsky's models 
were class i cal; if he had seen 
The Queen of Spades at 
Glyndeboume a few sum- 
mers ago, he might not have 
gone out of his way to stress 
Tchaikovsky’s modernity; if 
he bad listened to one of 
Mariss Jansons's Tchaikov- 
sky CDs, he might have 
drawn a distinction between 
hysteria and Intensity of 
emotion. 

There was hysteria in Sir 
Roger’s handling of the first 
movement development of 
the Pathitique, because it’s 
there in the music. One 
could go on nit-picking 
about the inconsistency of 


his approach * his failure to 
observe the pppppp marking 
in the same movement, his 
tendency to glide over 
important structural points, 
the fact that Bi rmingham ’s 
Symphony Hall is too large 
for “authentic" sound. And 
is it really true to the spirit 
of the music to encourage 
applause between the rheto- 
ric and resignation of the 
Pathilique's final two move- 
ments? That’s the very waist 
of tradition. 

In the end, what counts 
about these weekends is Sir 
Roger's personality - his 
shameless wit, his scholarly 
enthusiasm, his musical 
chutzpah - and the spade- 
fuls of critical information 


makes us realise what an 
intelligent composer Tchai- 
kovsky was. 

He was admirably sup- 
ported: Nikolai Demidenko’s 
performance of the First 
Piano Concerto told us that 
this music is about poetry, 
not bombast; Joan Rodgers, 
most fragrant of English 
sopranos, relived the roman- 
tic quandaries of the song 
repertoire as if she was Rus- 
sian to the bone; and David 
Brown, Tchaikovsky's biog- 
rapher, brought the man 
alive - his precision, his 
courtesy, his love of litera- 
ture, his guilt-ridden visits 
to gay brothels, his way of 
building melodies from frag- 
ments of other melodies, bis 
creative combination of craft 
and passion. That combina- 


tive audience receives when 
the music is not being 

played. Sir Roger has an. tion is the key to “The 
endearing habit of writing Tchaikovsky Experience", 
his own reviews before each which is repeated at the 
piece he conducts, but well Queen Elizabeth Hall in Lon- 
aHow him that, because he don this weekend. 


To the heart 
of the dance 


Clement Crisp 
remembers the 
Russian ballerina 
Galina Uianova 

On October 3, 1956, the 
curtains of the Royal Opera 
House, Covent Garden, 
parted to reveal the tryptich 
of Romeo, Friar Laurence 
and Juliet which is the open- 
ing moment of Leonid Lav- 
rovsky’s Borneo and Juliet. 
The occasion was the first 
appearance in the west of 
the Moscow Bolshoi Ballet 

No ballet performance in 
Britain had excited such 
public interest. Queues for 
tickets started three days 
before booking opened. Cold 
War manouevres had threat- 
ened the visit not least in 
the arrest of a Soviet female 
athlete for shoplifting a few 
days earlier. The house 
seemed on an in-held breath 
at that curtain rise: but 
there was a slight, girlish 
figure, serene of brow, pale 
blonde in colouring. This 
was Ulanova, already a leg- 
end in reputation, and 
already 46 years old. 

And she danced. We saw a 

unique, and uniquely won- 
derful dancer, whose inter- 
pretation took us to the very 
heart of the role, to the very 
heart of dance itself. Her 
movement was light ravish- 
ing in schooling, seemingly 
quiet, absolutely self-less, 
and its greatness seemed to 
lie in its dedication to 
expressive truth. As Juliet, 
as Giselle - her two great 
roles oo this her only Lon- 
don visit as a performer - 
she transformed our ideas 
about what a ballerina might 
achieve. 

She transcended the dance 
itself in an act of metamor- 
phosis which was wholly 
expressive: held high in her 
Romeo's arms she gazed 
down at him, and we saw 
every young girl who has 
ever known the ecstasies of 
first love; running to Friar 
Laurence, a silk cloak flut- 
tering behind her. she was 
like a wave of feeling break- 
ing and pouring across the 
stage. This was dance 
genius, felt by everyone who 
saw her, and offered to the 
world with a kind of humil- 
ity and decorous grace that 
was uniquely potent. 

On Friday. Galina Ser- 
gueyevna Ulanova died in 
Moscow. She was 88 years 
old. Born into a family of 
dancers in St. Petersburg, 
she became a pupil of the 
great pedagogue. Agrippina 
Vaganova. She graduated 
into the Leningrad Ballet in 


1926, and her career thereaf- 
ter was a sequence of inter- 
pretations in winch her phe- 
nomenal qualities were to 
illuminate everything she 
danced. 

As Soviet ballet took 
shape, Ulanova's creations 
(Maria in Fountain of Bakh- 
chisaray, Cora lie in Lost Illu- 
sions ; Juliet; Cinderella) won 
a huge and devoted follow- 
ing. Each performance 
seemed a testament to the 
ability of dance to transform 
both artist and audience. 
Each performance that J saw 
had the same immense clar- 
ity, the same sense that 
Ulanova did not exist but 
that the role she showed us 
was made intensely real and 
intensely beautiful for us. 
Few great ballerinas have 
seemed less mannered. Few 
have shown us the truth of 
simplicity with more dedica- 
tion. And, be it noted, this 
communicative power was 

She was like a 
wave of feeling 
breaking and 
pouring across 
the stage 

the result of ceaseless work, 
both on technique and on 
expressive means: she 
believed, with Gorsky, that 
“talent 1s work". 

She retired from the stage 
in 1962 and devoted herself 
to teaching, coaching, and to 
sitting on juries for ballet 
competitions. Off-stage she 
was always elegant, lovely, 
almost unassuming in man- 
ner - though her “presence" 
could be felt wherever she 
was. She had an enchanting 
smile, and a delightful sense 
of humour. She was twice 
married - to the director 
Yury Zavadsky, and then to 
the stage designer Vadim 
Rydin. She received what 
must seem every honour and 
award that Russia could 
bestow upon her. More 
importantly, she received 
the devoted affection and 
respect of dancers and audi- 
ences. 

Years ago, Alexandra Bal- 
ashova, who had been a bal- 
lerina- in Moscow in the 
1900s, inscribed a photo- 
graph to me with the phrase 
“The theatre is a temple in 
which 1 worship every day.” 
Ulanova might well have 
said the same: her art, sub- 
lime and life-enhancing, was 
just such an act of worship, 
and we were singularly for- 
tunate to see of it. 



IDanova, pictured In 1996, with a porcelain image of herself 
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Tel: t~f10-625 1600 
www.baltimoreapera. com 
Carmen: by Bizet Conducted by 
Alfredo Siliplgnl in a production 
directed by David Roth. The title role 
is sung by Inna Mkshura; Mar 25, 
27.29 


Guide 


AMSTERDAM 

EXHIBITION 
Stedefljk Museum 

TbL- 3T-20-5732911 

www.staddliik.nl 

Stuart Davis (1892-1064): survey of 
work by the American painter often 
seen as a link between American 
modernism, abstract expressionism 
and Pop Ait. Deeply Impressed by 
the painters of the European 
avant-garde. Davis was also 
influenced by Afro-American jazz, 
and made his mark with a series of 
stilt Cfes on the theme of tobacco; 
ends on Sunday 


. Hot 


almensymfonie.’ 
II, Conducted by 
staging by Peter 
ictudlng Willard 


BALTIMORE 

OPERA 

Baltimore Opera Company, Lyrte 
Opera House 


BOLOGNA 

OPERA 

Teatro Comunale 
Tel: 39-51-529 999 
www nethjnojt/bo/tea trocomunafe 

• Don Carlo: by Verdi. 
Co-production with the Grand 
Theatre de Genfrve. conducted by 
Biahu Inbai in a staging by Andrei 
Servan; Mar 24. 26, 29 

• I! Campfeflo: by Woff-Ferrarl. New 
production conducted by Bruno 
Bartoiettl in a staffing by Nanni 
Garalia, with designs by Antonio 
Florentine.; Mar 25, 27. 28 


CHICAGO 

CONCERTS 
Orchestra Hal 
Tel: 1-312-294-3000 

www.chkagosymphony.ofg 

• Chicago Symphony Orchestra: 
conducted by Ofiver Knussen In 
works by Mussorgsky/Stokowski and 
Knussen. Whh soprano Rosemary 
Hardy; Mar 24 

• Chicago Symphony Orchestra: 

conducted by Danlele Gath in works 
by Brahms. With violin soloist 
Samuel Magad; Mar 26, 27, 28 

HELSINKI 

OPERA 

Finnish National Opera 

Tel: 359-9-1030 2211 

The Magic Flute: by Mozart New 


production by Swedish director 
Etienne Glaser, designed by Peter 
Tlllberg. Conducted by Mikko Franck; 
Mar 25 

Tel: 44-171-980 4242 

BBC Concert Orchestra: conducted 
by Barry Wordsworth in works by 
Prokofiev, Sibelius, Grieg and 
Mussorgsky. With piano en * ,i * gt 

Teh 34-1-43S 4638 

1898, Fin de S&de Spain: Historical 

by George Manarian and staged by 
Gnutella Sdutti; Mar 28, 29 

26, 27, 28 

display designed to recreate a 
picture of Bfe In Spain at the and of 

tha test nnnhinf IiiHiiHrr nnintiiviR 

PARIS 

TOKYO 

KORIYAMA 

EXHIBITION 

Cristina Ortiz; Mar 25 

EXHIBITIONS 

si id kmh ww luii y. ihuuugio utm iiifiyfli, 

books, newspapers and other 

Objects; to Mar 29 

CONCERT 

SaBePfeye! 

7W- W-T-jfCg’f fcon 

CONCERT 

Bunkamura 

Tel: 81-3-3477 9999 

fcrvniE/i ■ rvi* 

Koriyama CHy Museum of Art 

Tel: 81-249-56 2200 

Aubrey Beardsley: more than 200 
drawings, prints, posters and books 

Royal Academy of Arts 

Tet 44-171-300 8000 

Holy Russia: Icons and the Rise of 
Moscow 1400-1600. 50 rarely 

NARA 

EXHIBITION 

Nara National Museum 

'«■ « "WO / 0300 

Orchestra de Paris: conducted by 

Paul Daniel in works by Messiaen, 
Bartioz and Rachmaninov. With 
mezzo-soprano VesseBna Kosareva; 

Tokyo Philharmonic Orchestra: 
conducted by Kazushl Ono In a 
concert performance of Jana&ek’s 
. Jenuta; Orchard Hall; Mar 26 

created during the brief period of the 
artist’s fame. A member of the 

exhibited icons lent by Russian 
museums are the centrepiece of this 

Highlights of Aslan Painting from 
Cleveland’s Museum of Art selection 

Mar 25, 26 

UTRECHT 

CONCERTS 

Vredenburg Music Centre 

Tel: 31-30-231 4544 

Rotterdam Philharmonic Orchestra: 
conducted by Valery Gergiev In 
works by Brahms, Mozart and R. 

fin-de-si&cJe avant-garde, Beardsley 
left England for Dieppe following 
Wilde’s disastrous Dbel action and 
subsequent imprisonment in 1895. 

The exhibition marks the centenary 
of Beardsley’s tragically early death. 
aged 25, and arrives at the V&A in 

exhibition, previously seen in 

Frankfurt, which also Includes 16 
manuscripts; to Jur 14 

OPERA 

Engfish National Opera, London 
Co&seum 

of 100 works ranging from the 
11th-19th centuries and focusing on 
the figure] tradition, from the CMA’s 
holdings of Chinese, Japanese, 
inefian and Korean art; ends on 

Sunday 

ROME 

EXHIBITION 

VBla Medici 

Francesco SaNkatk 1510-1563. First 
major retrospective devoted to 

SaMati, one of the lesser known 

October, after touring in Japan; to 

Teh 44-171-632 8300 

wirw vnbir 

Florentine Mannerists. Includes 

Strauss; Mar 24 

May 5 

• La Bohdmer by Puccini. Steven 

PlmlrrffR rvfwHi ifltinn h> muiv&H htf 

INJC/W XUKA. 

OPERA 

around 135 works. For the duration 
of the exhibition, there will be glided 
visits to see Ws frescoes, the most 
speetattJar of which is in toe French 
Ambassador's study; ends on 

Sunday 

TV AWn u A Tiin 

LISBON 

CONCERTS 

100 Days Festival, Expo >98 
Portuguese Symphony Orchestra: 
programme of 20th century works; 
Alain Auditorium, Centro Guttural de 
Belem; Mar 25 

rniNuu « ^riuuuuiiuii » invivnj 

Barry Atkinson and Frances Moore, 
and conducted by Emmanuel Joel 
(Alex Ingram from Mar 27); Mar 24, 
26,27 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vide, designed by Tobias 
Hohelsel and conducted by Paul 

rtanid/WRttam 1 oaou Poet jnHl irfpo 

Metropolitan Opera, Lincoln Center 
Tet 1-212-362 6000 
wwwjnetapera.org 

• Lohengrin: by Wagner. New 
production by Robert Wilson, with 
costumes by Frida Parmegglani; 

Mar 25 

• L’ EUsfr d’ Amore: the final 

iflnrfr nf Ifip oARfinn k 

i T Altu KALflU 
• WORLD SERVICE 

BBC World Service radio fix Europe 
can be received In western Europe 
on metfium wave 648 kHZ (483m) 

ROTTERDAM 

CONCERTS 

HA Wuklan Uq|| 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

LONDON 

CONCERTS 

Barbican Hah 

Tel: 44-171-33 S 889 1 

London Symphony Orchestra: 

ufiitfci/ v wiiiiam iSEOji Uow hmuubs 

John Tomlinson; Mar 25, 28 

Shaftesbury Theatre 

Teh 44-171-379 5399 

The RoyN Opera: Cosa fern tutta, by 
Mozart Revival of Jonathan Ml Berta 
production conducted by Cofin Davis 
(David Syrus on 25, 27 Mai); Mar 24. 
25, 26, 27, 26 

lilaHvC W) UC ■jCuuUii AO 

conducted by Maurizio Benin, with 8 
cast including Ruth Ann Swenson; 

Mar 26 

• Stiffefio: conducted by Jones 
Levine, with Maria GuteghJna as Lina 
and Pladdo Domingo as Stiffefio. 

09 lAwwn ns/i 

Tel: 31-10-217 1700 

Rotterdam PhflJjarmonjc Orchestra: 
conducted by Valery Gergiev In 
works by Debussy, Mussorgsky and 
Prokofiev; Mar 27 

• CNN international 

Monday to Friday, GMT: 

06SO: MoneySrte with Lou Dobbs 
13-30: Business Asia 

10.30: Worid Business Today 

22.00: World Business Today Update 

Rfccardo ChaHly conducts concert 
performances of Mahler's Totertfoter 
and the closing part at Act 3 of 
Wagner’s Gbtterdammerung. With 
sopranos Jane Eaglen and Janice 
Watson; Mar 25 

Royal Festival HaB 

The production is by Giancarlo del 
Monaco; Mar 27 

New York Otv Ooara. New York 

SAN FRANCISCO 

CONCERTS 

DflUM Cunmhnnu Ural! 

• BusinessTMarkst Reports: 

05:07; 06:07; 07.U7; 0820; 0920; 
1fr20; 11:20; 1132; 1230; 1320; 

MADRID 

EXHIBITION 

Funded* “!a CaoW 

iwii a w* Df non i in n 

State Theater 

Tet 1-212-670 5570 
www.nycopara.com 

La Bohlme: by Puccini. Conducted 

uoiicb ojiiifrjimf ij naii 

Tel: 1-415-664 6000 

San Francisco Symphony Orchestra: 
Herbert Bkxmstedt conducts 

Bruckner's Symphony No. 5; Mar 25, 

14.-20. 

At 0820 Tanya Beckett of FTTV 
reports rwa from UFFE as the 

London market opens. 
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COMMENT & ANALYSIS 




MARTIN WOLF 


Opec’s last stand 

Once the oil cartel had the world at its feet. Today it is 
desperate to stop a collapse in the price of crude 


Last week the price of erode 
o3 fell to its lowest level, in 
real terms, for a quarter of a 
century. Indeed, it came 
very dose to where it had 
been before the Organisation 
of Petroleum Exporting 
Countries appeared an the 
scene. Terrified of the abyss 
before them, Opec’s leading 
members struck a surprise 
deal to shore up their 
crumbling cartel. 

Oil is the most important 
raw material. Its price rise 
also began the panic of the 
1970s over the alleged 
scarcity of raw materials. 
After the first oil shock in 
1973, respectable people 
agreed that oil would remain 
in short supply. Price rises 
went as far into the future 
as their minds could 
forecast. This belief became 
dogma when the second oil 
shock followed the Shah of 
Iran’s falL 

Respectable people were, 
as usual, wrong. The 
collapse in the price of erode 
aQ they did not expect is a 
glorious memorial to Julian 
s*mnn, who died last month. 
Simon - a professor of 
business administration at 
Maryland University - was 
known to his admirers as the 
“doomslayer" for his 
coruscating attacks on 
neo-Malthusian 
envir onmentalists . He is 
best-known for his bet 
against a celebrated prophet 
of environmental doom, Paul 
Ehrlich, that the prices of 
copper, chrome, nickel, tin 
and tungsten would fall 
between 1980 and 1990. 

Simon won: prices of all five 
duly declined. 

To my regret, I bought the 
story about the scarcity of 
oil in the 1970s. What I then 
learned is what wiser heads 
already knew: the mar ket 
may grind slowly, but it 
g rinds exceedingly small. 
Then Opec seemed to have 
file world economy at its 
feet. Today it is desperate to 


stop oil prices from collapse. 

Three questions arise: 

Why is the price so weak? 
What might thin weakness 
mean for the world 
economy? And will it last? 

There is a longer-term and 
a shorter-term answer to the 
first question. The long-term 
one is that the ratio of global 
reserves to production has 
risen from below 30 in 1978 
to over 40 in 1996. Even since 
1989 - an era of low prices, 
notwithstanding a brief 
spike before the 1990 gulf 
war - production has been 
matched by new discoveries, 
additions and revisions, 
leaving reserves unchanged. 
There is no scarcity: price 
depends, in practice, cm 
quite tight control over 
output, principally by the 
Persian Gulf producers, who 
control two-thirds of the 
world’s reserves. 

Global consumption of oil 
bas grown since the 
mid-1980s, but only 
modestly: between 1966 and 
1996, it rose by only 14.5 per 
cent. Production has kept up 
with consumption, despite 
the collapse of output in the 
forma- Soviet Union, from a 
peak of 625m tonnes in 1987 
to 571m tonnes in 1990 and a 
mere 353m in 1996. But 
production rose strongly 
elsewhere, above all in the 
Middle East, from 644m 

Shortage? What shortage? 

Crude oO prices (5) 1997 prices 


tonnes in 1986 to 9$3m in 
1996. 

This performance by 
Middle Eastern producers is 
in marked contrast to what 
happened to them in the 
first decade after the oil 
price shock: their output 
contracted sharply, as high 
prices squeezed global 
demand, production rose 
elsewhere and the Iranian 
revolution and Iraq -Iran war 
shattered production In 
those two countries. Once 
prices fell in 1986 and 
consumption started to 
recover, so could Middle 
Eastern production, to the 
pleasure of suppliers. The 
motor behind the increase 
was Saudi Arabia, whose 
output soared from 320m 
tonnes in 1987 to 429m in 
1996. 

Yet events of the last year 
and a half show how easily 
the market can still be 
swamped. Towards the end 
of 1996 the price of Brent 
crude was $25 a barrel, 
stocks were low and the 
balance between supply and 
demand was tight. Then 
along came the 
commencement of Iraqi 
exports and a mild winter 
the price was down to below 
$18 by last April. 

This was followed, last 
November, by the decision to 
raise Opec quotas, just as 


the east Asian financial 
crisis hit. On the supply 
side, this produced the 
combination of higher 
prospective Iraqi exports, 
surging Saudi production 
(8.5m barrels a day in 
January) and increased 
production by non-Gulf Opec 
members, particularly * 
Venezuela, and ncra-Opec 
suppliers. Meanwhile. Asian 
absorption is expected by 
knowledgeable analysts to 
be about 0.5m barrels a day 
below previous forecasts, 
while this winter's warm 
weather has curbed demand 
elsewhere. 

Suddenly, the market has 
found itself facing an 
average daily surplus of as 
much as 1.5m barrels a day 
this year. The iow 
short-term responsiveness of 
demand to supply - which 
so confused analysts of the 
1970s - meant prices swiftly 
collapsed, from $20 last 
October to $12 last week. 

Turn to the second 
question. The oil price 
retreat is bad for producers, 
a group that includes some 
important and vulnerable 
countries, among them 
Mexico and Russia. But the 
ill wind blows much good to 
members of the Organisation 
of Economic Co-operation 
and Development. It is 
helpful, in two ways: first, it 
lowers inflationary 
pressures: second, it 
improves the terms of trade. 

In its March analysis of 
the European economy. 
Goldman Sachs stated that 
its price index for energy 
products had fallen 21 per 
cent in D-Mark terms since 
last August and that for 
non-energy products 13 per 
cent. This boosts the real 
incomes of the ll 
prospective members of 
economic and monetary 
union by 0.3 per cent. 
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PniAy&unbn ofl boom 


OsconiYot 


Faarcol 


PosH 


Loss of Suez 


Iraq evaded Kuvwi 



u \ know its late, tut Icl like some 
sushi. How far do I have to go?” 



You needn t ever leave tLe comfort of your Four Seasons Hotel room to Le transported by a talented cke£ 
Room service menus abound untt regional selections: from deep- disk pizza to striped Lass 
prepared witLout unwanted calories, to Lomemade cLiclwn soup at midnigLt. For 
tLe same LreadtL of ckoice in anotLer unequalled setting, visit our restaurants 
downstairs. TLe demands of Lusiness demand nothing less. Phone your travel FOUR SEASONS 
counsellor or, in the U-K., 080 0 - 526 - 648 . Visit ourWeL rite: www.fourseasons.com $%&&& 

Defining ll* Ctrl oJ^aerri&aL JO holcL rn H) crxmlHea. 


The increase in 
“Euroland" real incomes was 
thought to offset the 
estimated direct impact of 
the Asian crisis. The 
subsequent price falls for oil 
should strengthen fids 
beneficial effect If the lower 
inflationary pressure also 
leads to looser monetary 
policy than would otherwise 
have been the case - as it is 
bound to do - this should 
outweigh the negative 
impact of the Asian crisis, 
not only in Europe, but also 
in North America. This 
helpful development helps 
explain the soaring stock 
markets of recent days. 

Finally . will the weakness 
last? In the short term, fie 
question is whether the 
cartel can bring output - 
under control. A mark of 
their desperation is the fact 
that, the weekend’s deal was 
the first between Opec and 
non-Opec producers since 
19%. Under the terms of the 
deal Saudi Arabia will match 
a combined 300,000 barrels a 
day cut offered by Mexico 
and Venezuela. This, in turn, 
is the foundation for a wider 
agreement between Opec - 
and other important 
non-Opec producers. 

Prices jumped $2 a barrel a 
day yesterday. They win 
stay up only if production 
remains under control. Hie 
obstacle to sustained success 
has been obvious for years: 
however much producers 
may benefit, in aggregate, 
from tight control over 
production and the resulting 
higher prices, it is in the 
interest of each to cheat on 
whatever they have agreed. 

This merely shows the 
fragility of the cartel In the 
longer term, sustained low 
prices should lead to faster 
growth in demand and lower 
expansion in potential 
supply. This would make it 
easier for producers to gain 
the income they desire, 
without feeling constrained. 
This should, in turn, make it 
easier to run the cartel. But 
the fact that prospects must 
be analysed this way 
demonstrates how right 
Simon was: ofl is not 
r unning out - and is not 
going to do so. 

MartnLWoff@FT.com 

The article by Paul Krugman 
referred to last week is 
tempora ril y u n avail a ble. His 
web site is at http:U 
web. miLedufkrugmanlrmDwl- 


letters to the editor 


UK should help restore 
Turkey’s EU hopes 


From Mr Brian H. GOL 

Sir, We should all be 
extremely grateful to Ger- 
man Chancellor Helmut 
Kohl's favoured successor, 
Wolfgang Scb&uble, for 
finally dispelling the mists 
of misinformation surround- 
ing EU -Turkish relations 
(“Turkish membership ^too- 
much for Europe* ", March 
21 - 22 ). 

The implications to be 
drawn from his remarks (as 
reported by your correspon- 
dent) are dear the European 
Union in its final f arm is to 
be a (very large) Christian 
and western nation state,' 
and the ideal long-term 
vision of a confederation 
including all the states 
around the Mediterranean is 
not acceptable. 

Of course, if a principal 
aim of the European Union 
is the assembling of a 1 large 
coherent entity capable of 
chall enging US hegemony, 
successfully (as is suggested 
by a number of comments 
from senior EU politicians 
and bureaucrats), then the 
exclusion of Turkey makes a 
certain sense — however ‘ 


wrong-headed and outdated, 
that may be. 

However, in global terms, 
this vtewpinnt really repre- 
sents a massive failure of 
serve and a catastrophica lly 
blinkered vision of the 
future, and I believe that 
fins is, or certainly should 
be, unacceptable to the “lib- 
eral” members of the EU (in 
particular, countries such as 
Denmark, the Netherlands 
and fiie UK). 

ft follows, therefore, that 
the UK prime minister 
(rather as current EU presi- 
dent or as a matter of US 

foreign policy) should take 
steps to reverse this appall- 
ingly damaging and insult- 
ing blow to Turkey’s wholly 

hj jjIHm ata a cprt rations tO be 

accepted - as a modern, 
western-oriented country, 
albeit on** suffering from 
very diffic ult problems relat- 
ing to its history which still 
require resolution. 

Brian EL GUI, 

261 Grove Street, 

Dept f ord Wharf, 

London SE8 3PZ, 

UK 


Sensitivity 
and charm 
needed 

FttmDrN.YeUoii . 

Str.AsatoithfulFTreatter 

since my student days in 
1968. I have yet to come 
across such a convoluted 
nonsense in a foreign affairs 
.artide as in the recent 
-Back to Har Hama" column 
(March 20) by your, young 
scribbler. Philip Stephens. 
He is obviously not famflmr 
with the Middle East or Sfid- 

cQe East politics. 

Sensitivity is the operative 
word. That usually means a 
row CTdn and frank” discu* 
si an) m private. by the visit- 
ing foreign secretary and lris 
opposite number. Publicly he 
will be crazing charm. 

Robin Cook, the UK for- 
eign secretary, is not a 
-pricklier character" - he 
simply lacks tronnwn sense. 
The sooner the prime minis- 
ter finds him a place-in the 
House of Lords the better it 
will be for UK foreign 
affairs. ■ 

N.YeUon, 

79 Harley Street, 

London WIN IDE, UK 


Government needs to feel power of consumers 


From Mr Andrew Cec£L 
Sir. I read Joseph Nye’s 
analysis of the demise of 
public confidence in govern- 
ment with great interest 
(Personal View: “We blame 
the g ov emman£”. Marcfa 18). 
What he describes and advo- 
cates is what I would term 
the reform of government, in 
particular maicing govern- 
ment more efficient. How- 
ever, there is a strong argu- 
ment that what is required 
is not merely reform but a 
restr u ct u r in g and consolida- 
tion of government if the 
public's confidence is to be 
retained. The pivotal factor 
in this will be consumer 
choice and increased mobil- 
ity, which will exert 
increased pressure on gov- 
ernment to deliver. 


A crude analogy can easily 
be drawn with the corporate 
sector. Unless companies 
provide -consumers with -the 
products and services that 
.are desirable they flounder. 
Their measure of success is 
their ability So provide these 
products and services while 
rranaining profitable. In the 
long term governments will 
be bramH by ctmfiar parame- 
ters. At present, the percent- 
age of the electorate that, 
chooses to vote, is proof that 
there is considerable dissat- 
isfaction with government 
The main difference 
between government and 
corporations in this respect 
is the time-frame in which 
reaction to dissafisfiBcfion is 
required. Gove rnment is able 
to remain unaltered even 


with 30 per cent to 40 per 
cent electoral turnouts. No 
co r p ora tion would survive 
such adverse public. reaction. 
However, as the consumer 
begins to exercise his power 
of choice - not- only which 
services are provided by gov- 
ernment but also which gov- 
ernment provides these ser- 
vices - the pressure for 
change will surely grow. 

As Mr Nye correctly points 
oat„ “the systems may or 
may not he life threatening, 
but It would be unwise to 
ignore them". Government 
needs to take note and begin 
to respond to the consumer's 
needs. 

Andrew Cedi, 

rue Juliette Wytsman 72, 

1000 Brussels, Belgium 


Number One Southwark Bridge, London SE1 9HL 

Wo are keen to encouage lettac Iron readers *vcrictwWa Letters may ba faxed to +44 171-673 5938 fex* tax to “ftneT gjnafc 
tattere.«ltariMtcani ftMahad letters are abo awaiahla on the FT web site. httpe/Amvw.FTxom Translation may be-avafcbtefor 
Mere written In Sw rail nemadand languages. Fax Ol 71 873 503a Letters should be typed and not hmd wrftten. 


The technology of magic 

Titanic’s success lies partly in its vision of technology, 
asserts Oliver Morton 


B y the time you read 
this Titanic will 
have its Oscars - 
perhaps just a few, 
just possibly an unprece- 
dented 14. More to the point 
for Paramount and Fox, the 
studios that paid for It, it 
has its billion dollars at the 
box office, too. Even taking 
account of inflation - which 
Hollywood studios, who suf- 
fer from it more than most, 
are loath to do - a billion 
dollars still means a lot, 
leaving Titanic set to out- 
strip ET, Star Wars and 
Jurassic Park. And the bums 
keep hitting the seats. 

This unparalleled and 
unexpected success has 
depressed cm6astes around 
the world. They point to the 
co rain ess of Titanic’s plot, 
the tin ear evidenced in 
much of its dialogue, the 
overblown effects, the stereo- 
typing, the bathos and many 
other faults real and imag- 
ined. They read into it terri- 
ble warnings about the 
future of Hollywood. In 
doing so, they ignore both 
the true worry for Holly- 
wood - which is not that 
something sui generis like 
Titanic costs more than 
$200m but that an average 
film costs more than $70m - 
and they ignore the real 
evocative power that has 
made Titanic a success. 

Just as the liner Titanic 
summed up the technologi- 
cal aspirations of the centu- 
ry’s beginning, the film 
Titanic is a hymn to the 
technological dreams of its 
end. 

The story told In the film 
is technological at every 
level: it is a piece of science 
fiction set in the past When 
she left Southampton, 
Titanic was the embodiment 
of her day’s high technology 
- a technology that the 
director, James Cameron, 
delights in showing in all its 
piston-pounding oversized 
glory. Steam ships were the 
cutting edge of technology, 
the providers of grain to the 
heartland, the enforcers of 
empire, at its borders, and 
Titanic was the greatest of 
them all, a city afloat . 

When she sank, all this 
power seemed for naught.. 
The world's most extraordi- 
nary artefact was reduced to 
a memory and a wa rning — a 
fable that has haunted our 
attitudes to technology ever 
since. 
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However, the technology 
of 1912 is not the only tech- 
nology the film offers us to 
think about - which is why 
its message is not a simple 
one of hubris and nemesis. 
There are two other crucial 
technologies framing the 
ship at the film's centre. The 
first is that of deep-sea div- 
ing, used both as a plot 
device within the film (and 
far those who have not con- 
tributed as yet to the billion- 
dollar box office, the divers 
are looking for a diamond 
lost with the ship) and as a 
way to make the fThn Sub- 
mersibles launched from a 
Russian exploration ship 
provided both footage of the 
ship as she now is and, more 
crucially perhaps, a sense of 
her reality to Cameron, who 
during his dives to the 
wreck spent more time on 
the Titanic than any of her 


The other technology is 
that of film itself, film mak- 
ing has always been a tech- 
nological artifice, but never 
before has that artifice been 
taken as far as it is on 
Titanic, where computers 
spin oceans, dolphins and 
Edwaxdiaus by the thrwanm} 
out of nothing but informa- 
tion. So masterful is the 
blending of the digital and 
the real that a single shot 
can slowly pull back from 
our hero's face to fly around 
a whole ship that does not 
exist, the smoke from its 
funnels created in one com- 
puter, the horizon it sails 
towards in another. 

Perhaps the most stunning 
example is the scene in 
which the ship leaves Ports- 
mouth. The 90 per cent scale 
model of the ship that had 
been built in Mexico was 
only complete on its star- 
board side, but the passen- 


gers actually boarded from 
the port. So the sequence 
was shot with mirror-writing 
on all signs, with men’s suits 
buttoned right to left, with 
partings meticulously 
changed by hairdressers and 
so on. Then the footage of 
this looking-glass world was 
flopped over from left to 
right to show off the ship’s 
proper profile. 

Such costly technical mas- 
tery could easily have been 
mea n in gl ess - as it was, say, 
in Batman and Robin, 
rumoured to have run up 
costs similar to those of 
Titanic. But in Titanic there 
is a remarkable resonance 
between the technology used 
to make the film and the 
technology that inhabits it 
and drives it forward. 

Deep-sea diving did for 
Cameron and his characters 
what the special effects wiz- 
ardry of the film does for the 
audience. They provided a 
memory of the Titanic. 
Somehow, in the viewer's 
imagination, the two tech- 
nologies merge; the technol- 
ogy that shows us the 
Titanic on the ocean floor 
today comes to stand for the 
technology of recreating it 
on the cinema screen. 

Once one technology has 
shown us - the audience, 
the characters and, for that 
matter, the director - the 
ship as She is today, it is 
easier for us to accept the 
second technology showing 
usthe ship as an old woman 
remembers it The transition 
as the weed-straggled hulk 
ona video monitor is trans- 
formed into the brand new 
behemoth thronged with 
Passengers at Southampton 
dock is unforced. 

We realise we are in the 
presence erf all sorts of tech- 
nological trickery. But we 


don’t mind, because this i 
film that knows and accc 
that everything about JU 
technological, that it Is 
much an artifice as a hi 
piece of iron floating in 
ocean. 

If that remarkable si 
has an ancestor, it is 2001 
Space Odyssey, where a b< 
thrown skyward by an ra 
tant ape-man is transforn 
in an Instant to a satel 
fa llin g around the earth 
Stanley Kubrick, the dit 
tor, cuts from maniriw 
first technology to its 1 e 
L ike Cameron, Kubrick 
fascinated by. technolc 
both in the world at la: 
and in the film studio. 

Sir Arthur Clarl 
Kubrick’s collaborator 
2001 (and a man fasdnai 
enou gh by the Titanic 
have written a book ab< 
her) likes to say that a 
su f fic i ently advanced t& 
oolog y is indistin guiaha ) 
from magic. By this defi 
fcion, Cameron’s film is 
magical illusion. And 13 
most magic, it Is personal, 
may not have all the subt 
ties of great art, but it is 1 

more impressive than otiw 
°? tte “most lucrative fi 
of all time" list Where th 

mere SPertac 
Titanic presents the memc 
of spectacle recreated 

And this is what vie n< 
want technology to do. \ 
no longer seek to use it 
conquer nature. We wor 
too much about what \ 
aave done to nature. hate 
technology to crea 
““ages of the world and 

acro£s : 
raonfc brings a sentiment 

nmtfawL* spectacul 
event together to ten us th 
weean communicate aero 
a whole century - and th 
technology can help ns do 
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Yeltsin and 
Russia’s future 


Boris Yeltsin likes to keep bis 
ministers cm their toes. His deci- 
sion yesterday to sack the entire 
government certainly achieved 
that What it will mean for the 
future of economic reform in 
Russia is not so clear. 

Mr Yeltsin claimed that he had 
dismissed the government 
because it had failed to make 
enough progress on economic 
reform. If this were the only rea- 
son, his timing would be ques- 
tionable. In recent weeks, confi- 
dence in Russia’s reform 
programme has been improving. 

The rouble has been stabilised 
after last year's speculative 
attacks. Interest rates have 
fallen, and the stock market has 
recovered some ground, after 
dropping 20 per cent during the 
last quarter of 1997. And fiscal 
reform has been taken forward, 
with a push to increase revenues 
and to control spending. 

But despite these achieve- 
ments, the new government has a 
huge task ahead to set Russia on 
a sustainable growth path. 

Fiscal reform needs to go much 
further. Tax revenues were just 
10.8 per cent of gross domestic 
product last year, compared to 
spending of 1&3 per cent of GDP, 
according to the IMF. Tightening 
up compliance with the existing 
tax system is certainly necessary, 
but it is not enough. Russia's 
complex and inefficient tax sys- 
tem needs an overhaul. 

And reform of Russia's busi- 
ness environment, essential to 
growth, has been neglected. Poor 
regulation and an inadequate 


legal system are stifling the cre- 
ation of new companies and 
inward investment A whole pro- 
gramme of reforms is needed, 
including better corporate gover- 
nance and the liberalisation of 
company regulations. Mr Yeltsin 
also needs to show that he Is 
determined to reduce the influ- 
ence of business on government, 
by distancing hims el f from Rus- 
sia’s corporate barons. 

Mr Yeltsin is certainly aware of 
the need for these reforms. But 
his attention may be distracted 
by two other priorities. One is to 
keep up economic growth. Mr 
Yeltsin has made it clear that he 
is still aiming for growth Of 2-4 
per cent this year, although the 
central bank is expecting growth 
of 1 per cent at best 

His other priority, of course, is 
political manoeuvring, ahead of 
the presidential elections in 2000. 
Mr Yeltsin has long been playing 
off Russia's political factions 
against each other, trying to pre- 
vent any of them from g aining 
too much power. The dismissal of 
the government, whatever rea- 
sons Mr Yeltsin gave, was cer- 
tainly motivated by politics 
rather than economics. 

It is too early to say whether 
Mr Yeltsin's decision will, as he 
has implied, increase the influ- 
ence of the economic reformers. 
But one thing is certain. Mr Yelt- 
sin’s constantly shifting aTHanrow 
are undermining the develop- 
ment of a consistent and bold 
reform strategy. He must give his 
new government the breathing 
space to act 


Right mess 


Jean Marie Le Pen may have lost 
his bid yesterday to head the 
Riviera regional council; main- 
stream conservative councillors 
preferred in the end to vote the 
left into power rather than be led 
by the loudmouth National Front 
leader. But the role of his ter- 
right NF after the March 15 
regional elections has thrown 
into disarray the country’s cen- 
tre-right parties, which took a 
further pounding two days ago in 
a separate poll for French depart- 
ment councils. 

In the past the traditional left 
and right have usually backed 
each other as a last resort to 
block the NF. But this time some 
on the centre-right, made all the 
more anxious to retain their local 
strongholds after their parlia- 
mentary drubbing last year, 
could not restrain themselves. 
Five leading members of the DDF 
federation, including Charles MH- 
lon, a former defence minister, 
have done deals with NF council- 
lors to win office, and have been 
suspended by the UDF. Mean- 
while, the UDF’s Gaullist ally, 
the RPR, has expelled its former 
secretary-general for caning the. 
NF “part of the conservatives of 
tomorrow". 

This is a triumph for Bruno 
Mfigret. the NF’s soft-spoken 
number two and increasingly 
probable successor. Rather than 
hurl equal abuse on left and right 
like Mr Le Pen, he has sought to 


seduce the right with a “mini- 
mum" programme that avoided 
explicit racism. But bin cynicism 
in doing so came out whan he 
acknowledged the right is 
“caught in toe pincers, but that’s 
their problem”. 

The NF phenomenon is partly 
due to lack of choice elsewhere, 
The traditional left and right 
have not colluded in coalition in 
the way that has. for instance, 
helped produce JOrg Haider’s far- 
right Freedom party in Austria. 
But there is much overlap in pol- 
icy, if not in rhetoric, between 
the mainstream left a n d right in 
France. In recent years, protest 
voters have also gone straight 
from the Communist party to the 
NF. Communist participation in 
Lionel Jospin's Socialist govern- 
ment may accelerate this trend. 

But above all the NF is thriv- 
ing cm the political bankruptcy of 
the fragmented right. Before the 
1995 presidential election there 
was talk in the RPR and the UDF 
of a meiger to form a big conser- 
vative party as in Germany and 
Britain, but this was killed off in 
their civil war in that election. 

Now the UDF is busy splitting 
into a pro-European centre which 
has little in common with the 
RPR under Eurosceptic Philippe 
Sdguin and a right that has all 
too much in common with the 
NF. For survival, they must com- 
bine to create a modern party to 
face today’s enemy. 


Nigeria’s chance 


If nothing else. Pope John Paul's 
visit to Nigeria, which ended yes- 
terday, hag focused attention on 
the country’s deepening crisis. 
His appeal to General Sani Aba- 
fiha, Nigeria's military leader, to 
release around 60 political prison- 
ers gives the regime an opportu- 
nity to respond -to its critics. 

The add test will be the treat- 
ment of two detained opponents 
- Chief Moshood Ablola, winner 
of the aborted June 1993 presi- 
dential election, and retired Gen- 
eral Olusegun Obasanjo, the 

respected former military leader 
who presided over the transition 
to civilian rule in 1979. 

If Gen Abacha releases them, 
Nigeria could yet pull itself back 
from the abyss. Otherwise, recent 
events have been ominous. Last 
December saw the arrests of 
senior members of the military, 
apparently pre-empting a coup 
attempt The country’s economic 
decline continues, worsened by 
the fbll in the price of oil. 

The promised handover to 
civilian rule by October this year 
is fatally flawed. The contestants 
in the election are restricted to 
five parties carefully selected by 
the government At least four of 
them are likely to adopt Gen 
Abacha as their candidate. 

Susan Rice, US assistant secre- 
tary of state for African affairs, 
said earlier this month: "Let me 
state clearly and unequivocally 
that an electoral victory by any 
military candidate in the forth- 


coming presidential elections in 
Nigeria would be unacceptable." 

Fine words. But the west’s only 
really powerful weapon is oil 
sanctions. A properly policed and 
internationally supported 
embargo could cripple Nigeria. 

However, Nigeria has what 
amounts to a hostage. Its army 
played the leading role in restor- 
ing the civilian government of 
Sierra Leone, and con ti nues to 
provide security there. 

And though oil sanctions 
would damage Nigeria, they 
might not lead to a democrati- 
cally elected government. The 
opposition to Gen Abacha is frag- 
mented along religious and eth- 
nic lines- The pressures caused 
by sanctions could plunge 
Nigeria into chaos. 

There is little real appetite for 
oil sanctions in the west What is 
left is a dutch of other, weaker, 
measures. The actions already in 
place - a visa ban and arms 
embargo - can be continued, aug- 
mented by a freeze on the over- 
seas assets of those associated 
with the regime and a ban on air 
links. Such threats may not per- 
suade Gen Abacha to surrender 
power. But they may help influ- 
ence his use of it 

On his trip to Africa. President 
Bill Clinton has not given Nigeria 
the endorsement of a visit. He 
should nonetheless spell out to 
Gen Abacha the consequences of 
a failure to respond to the Pope s 
plea. 


COMMENT & ANALYSIS 


Tsar of all he surveys 

Chrystia Freeland looks at the implications of Boris Yeltsin’s sacking of the Russian 

government, both for economic reform and the presidential succession 


/ ~T eltsin does not 
w W m/ have a personal 
V democratic ideol- 
ogy. Iflg ideology, 
his friend, his concubine, his mis- 
tress, his passion, is power” - 
thus concluded Vyacheslav Kosti- 
kov, a former presidential spokes- 
man, in his tell-all Kremlin mem- 
oirs. 

This frank analysis may have 
earned Mr Kostikov the wrath of 
his former master, but, as Russia 
reels from Boris Yeltsin's latest 
lordly shake-up of the political 
scene, its view seems to have vin- 
dicated. 

With a blast of presidential 
decrees, Mr Yeltsin yesterday dis- 
missed the entire cabinet, 
together with the prime minister 
who had served him for more 
than five years and who had 
been, along with the president 
himself, one of the few fixtures of 
the past few years of Russian 
government. For good measure, 
Mr Yeltsin wrote a special order 
sacking Anatoly Chubais, the 
architect of Russia's bold market 
reform drive and who, just last 
month, the president had prom- 
ised to keep at his post until 2000. 

These extraordinary steps 
amount to the most dramatic 
change in the Russian govern- 
ment since the violent confronta- 
tion between the Kre mlin and 
parliament in October 1993. And 
Mr Yeltsin has taken them with 
an almost ostentatious lack of 
ideological justification. Mr Yelt- 
sin praised the record of the gov- 
ernment he has just sacked, gave 
the p rime minister a medal and 
insisted that “the resignation of 
the government does not mean 
any change of our policy course”. 
So what on earth does it mean 

then? 

The first answer is inescapable: 
yet again, Mr Yeltsin has made 
hims elf tsar of all he surveys. 
Nothing else makes sense. “This 
is not connected with ideology or 
with the ‘bankers’ war* [rivalry 
between rich business people],” 
says Lilia Shevtsova, a respected 
political scientist “It is only con- 
nected with Yeltsin’s effort to 
secure his own power. Every- 
thing a gain depends entirely and 
only on him.” 

As has happened before, the 
president has reasserted his 
authority so as to spread maxi- 
mum confusion elsewhere. It was 


as one observer pot it, “a boh of 
lightening from dear blue sky”. 
Even the new acting prime minis- 
ter, Sergei Kiryenko. a 35-year-old 
with less than a year’s experi- 
ence in government, seemed gen- 
uinely stunned by his sudden 
promotion. Although he has both 
solid reformist credentials and 
good contacts with Russia’s eco- 
nomic establishment, Mr Kir- 
yenko is a green politician, with 
no independent power base. 

The element of surprise 
brought discomfort to the 
machinery of the Russian state - 
particularly the ministry of 


finance, which saw its careful 
plans to re-enter the interna- 
tional capital markets with a 
eurobond issue scuppered by the 
news from Moscow. The markets 
did not much like it either Rus- 
sian shares fell 10 per cent cm the 
news, though they more than 
recouped the losses by dose of 
business. The rouble followed 


suit 

Mr Yeltsin, though, may wel- 
come a certain amount of confu- 
sion. He may even have intended 
it. By plunging Russia into politi- 
cal chaos, he has also put himself 
back at the centre of the most 
important game In town - the 
search for Russia's next presi- 



dent 

Ageing, ailing and half-way 
through his second term in gov- 
ernment, tire once omnipotent 
Kremlin chief had fo und hinmadf 
growing marginalised as the 
country focused not on him , but 
on his potential successors. Even 
the (to put it politely) uncharis- 
matic prime minister, Viktor 
Chernomyrdin, began to assume 
an independent political role, 
emerging, in the eyes of some 
observers, as one of Mr Yeltsin's 
most likely successors. 

Now, with one fell swoop, Mr 
Yeltsin has gut rid of his dose 
rivals. And the question is: what 
is thp significance of this? 

In the past, when Russia was 
locked in a historic struggle 
against communism, Mr Yeltsin, 
for all his drunkenness and 
crudeness, tended in to come 
down on the right side of history, 
that Is, on the aide most likely to 
defeat the communists. He made 
many great mistakes - most 
notably the war in Chechnya - 
but more times than not, when 
he intervened, in the way he has 
just done, it was to support the 
modernisers and reformers in 
government. 

Today, the Communists have 
been defeated and the biggest 
question facing the country is 
how to make the transition from 
the first, heroic generation of 
anti -Communists to the more 
normal politics of democracy. 
This involves the first democratic 
transition of executive power, 
and the first post-Yeltsin presi- 
dent. In these circumstances, a 
reassertion of power by the presi- 
dent seems to make the question 
of the succession murkier, not 
dearer. 

The most dramatic sort of suc- 
cession would be the one 
enforced on the country if the 


ailing Mr Yeltsin were to die in 
office. Under normal circum- 
stances, the prime minister takes 
over for a short time until an 
election. But with the premier- 
ship in the hands of a young man 
with the weaker credentials of 
“acting prime minister”, the situ- 
ation is undear. If Mr Yeltsin 
were to die tomorrow, Ms Shev- 
tsova says, Russia would be 
plunged into “a most dangerous 
political crisis”. For a country 
which has never peacefully 
replaced one sitting, democrati- 
cally elected leader with another, 
that danger is a particularly 
grave one. 

Assuming thin does not hap- 
pen, how does the sacking of the 
government affect the succes- 
sion? Take Mr Chernomyrdin's 
position first Formally, Mr Yelt- 
sin insisted that the prime minis- 
ter as leaving to "concentrate on 
political preparations” for the 
presidential race in 2000. The 
words were a masterful sleight of 
hand, leaving the humiliated Mr 
Chernomyrdin with just enough 
room to hope that he is, implic- 
itly. being anointed as Mr Yelt- 
sin's crown prince- 

But the more Hkely effect of 
that innocent phrase is to exile 
Mr Chernomrydin to political 
Siberia. Mr Yeltsin and his spo- 
kesmen were exquisitely careful 
not explicitly to to back Mr Cher- 
nomyrdin presidential candidacy. 
And by sacking the prime minis- 
ter, Mr Yeltsin has deprived him 
of the political powerbase which 
made his candidacy seem likely 
in the first place. 

With Mr Chernomyrdin weak- 
ened, perhaps fatally, Mr Yeltsin 
is again both king and king- 
maker. In principle, he could use 
his power to affect the succession 
in different ways. 

Some Russians reckon that Mr 


Yeltsin is today, as never before. 
In the sway of a powerful group 
of corporate oligarchs and will 
act accordingly, that is. to ensure 
a candidate suitable to one of 
them takes over. This theory 
views the government purge as a 
“coup” masterminded by Boris 
Berezovsky, one of Russia's most 
influential ma gnate and an inti- 
mate of the Yeltsin family. 

Mr Berezovsky, the argument 
goes, has finally succeeded in 
ousting Mr Chubais, the sacked 
first deputy prime minister. Mr 
Chernomyrdin went as well 
because he had became too cosy 
with the “young reformers” 
whom the oligarchs detest. 

Byzantine as it sounds, this 
argument has had serious airing 
in the analytical reports of west- 
ern investment banks. Mr Bere- 
zovsky himself has added cre- 
dence to the theory by describing 
himself as a Kremlin adviser and 
magisterially welcoming Mr Yelt- 
sin’s decision as wise if overdue. 

There is, however, another 
view: that, by firing Ids govern- 
ment, Mr Yeltsin is clearing the 
way for a new era of reforms that 
could pave the way for a modern- 
ising new president In this opti- 
mistic scenario, Boris Nemtsov, 
the reformist first deputy prime 
minister (who, unlike Mr Chu- 
bais, has not been explicitly and 
personally sacked) or Grigory 
Yavlinsky, the head of the liberal 
opposition Yabloko party, might 
be chosen to.head a government 
with cleaner hands and a com- 
mitment to reforms more credible 
even than Mr Chubais, who has 
been weakened by his dirty war 
against the oligarchs. 

“1 think wwentj^TVy it is a fur- 
ther step towards reinf arcing the 
renewed reform drive, Yeltsin is 
reinforcing this last, break- 
through attempt at reforms.” 


argues Dirk Damrau, bead of 
research for MFK-Renaissance, a 
Moscow-based investment bank. 
The markets seem to have come 
round to this view, after their 
initial slump. 

It is, perhaps, a measure of Mr 
Yeltsin's genius as a political tao- 
tirian that, with a stogie set of 
decrees, he has succeeded in 
inspiring such diametrically 
opposed interpretations. Tacti- 
cally, it has worked: Mr Yeltsin is 
in unquestioned charge. For 
longer-term stability, the over- 
throw of tiie government looks 
worrying. 

As UCB Capital, a Moscow 
investment bank, warned “for 
months to came, there can be no 
guarantee that we will not wake 
up on another Monday morning 
to the news that Yeltsin, 
prompted by his confidants, has 
not turned over the table once 
more". 

One of Mr Yeltsin’s favourite 
gambits Is a two-step revolution. 
In which be swiftly follows one 
dramatic measure with a second 
bold move changing the original, 
dire, expectations. It is still possi- 
ble that Mr Yeltsin plans to do 
that now, replacing the current 
confusion with a clearly articu- 
lated political agenda and strong 
team that governs on the haafo of 
something more solid than the 
caprices of the president 

It is possible. But it is also pos- 
sible that Mr Yeltsin is increas- 
ing bis authority so that he can 
seek to manipulate the constitu- 
tional ban on a third term and 
run again. If he has no clear 
vi sion f or Russia's future beyond 
securing his own grasp on power 
he will become little more than a 
despot, and an elderly, easily 
manipulated one at that Russia 
has had enough of those. 


OBSERVER 


Ministerial 

memories 

As Yashwant Sinha settles back Into 
the Indian finance ministry. It's still 
not entirety clear what propelled the 
long-time bureaucrat Into such a 
crucial job. Sinhe's last spell at the 
government’s exoticaHy-named North 
Block - in 1991 - ended in a 
balance of payments crisis. 

There was some surprise when 
premier Atal Behari Vajpayee picked 
Sinha ahead of Jaswant Singh, 
whose 1996 spell at the ministry 
cfidnt end In a crisis - though ft did 
last only 13 days. Singh didn’t help 
his chances by lasing hks seat in the 
elections, but was still seen as 
Vajpayee’s favourite and could have 
been manoeuvred Into place via the 
upper house of parliament. 

The semi-official spin is that the 
hard-line Hindu RSS, a sister 
organisation of the Bharatiya Janata 
Party, which leads the new coalition, 
objected to giving top jobs to 
detested candidates - a convenient 
point of principle to use against 
someone it has long cftsdked. 

But there may be more to K than 
that the Delhi media recall Singh's 
role in a corporate war between 
Reliance, India's largest company, 
and tritter rival Bombay Dyeing a tew 
years back. Both decided to make 
raw materials for polyester and were 
said to have used political 
connections to obstruct each other. 

Singh is close to Bombay Dyeing 
chairman Nusli Wacfia. and one of 
the few things he had time to do in 
Ms 13 days as finance minister was 


to order an investigation Into whether 
Reliance had unlawfully Issued 
duplicate shares. 

Wadia has been In Delhi lately, 
lobbying hard for Singh to get his old 
job back. Reliance officials deny that 
they did anything to contrftxrta to his 
defeat Maybe Singh's loss at the 
pods saved than the trouble. 

Random thoughts 

Executives at Random House might 
want to take a closer look at some of 
their titles rww that the venerable 
New York publisher has been 
snapped up by German meda group 
Bertelsmann. 

Hardly had the deal bean inked in 
New York when, a continent away in 
a Munich hotel. Bertelsmann workers 
ware proudly laying out a table of 
Random House books. Among the 
weighty Webster’s dictionaries and 
highbrow offerings from novelists 
such as PuGtzsr prizewinner Richard 
Ford was a guide to polishing up 
your CV in case the unthinkable 
should happen and you find yourself 
being "let go*. 

This might be a useful tome to 
have on hand back hone. The last 
time Bertelsmann went on a 
significant shopping spree In the Big 
Apple - buying Doubleday Den In 
1988 - chairman Marie Wdssner soon 
appeared on the Hudson to push 
through a bit Of restructuring. 

Price sensitive 

Africa's status as the poorest 
continent is hardly reflected in the 
$35,000 which members of the 


Washington media pack are paying 
to tag along on BID Clinton's 
six-nation Jaunt 
Officials say Africa's primitive ' 
Infrastructure means that ess e ntials - 
such as bullet-proof Limousines, 
spedal presidential lectern, 
helicopters and an International press 
filing centre with I DO lines - have to 
be flown in at huge expense. 

Anyway, they say, “the White 
House press corps Bkes to travel in 
some style”. Maybe so. but the $350 
a night for lodging In a continent 
where few hotels can muster daily 
blBs over $200 looks quite a 
mark-up. 

Knocked down 

An auction allows money and 
property to change hands quickly, 
creating benchmark prices on the run 
- except In Thailand, a country that 
likes giving market principles a bit of 
an extra twist 
With $16bn or so in assets 
c onfiscat e d from the country's 
shuttered finance companies to go 
under the hammer in the next eight 
months, investors thought they would 
get a sense of the market value of 
such grisly things such as bad bans 
to defunct companies backed by 
overpriced property. 

No such luck. The Thai 
government says It will keep the 
winning bids secret until the auction 
process Is nearly over. And even 
then It wifi talk about what Investors 
paid for packages of assets, rather 
than Individual prices. 

It seems that the authorities want 
to keep some air rn the economic 


bubble and fern- that If low, low 
prices became public, other asset 
prices might telL tent that the Idea? 

Official line 

If there realty Is to be a reshuffle In 
France's left-wing coalition cabinet. 
It’s un&kety that the Greens, the 
anti-European Citizens' Movement or 
even the fractious Communists 
would quit - they've spent too long 
In the wilderness to want to go back. 

The most prominent loser is Ekety 
to be culture minister Catherine 
Tr&utmann, who has had a rough 
time until legislation and the 
controversia] banning of an extreme 
right-wing publication from the 
National Library. 

Not that she will lose her main Job, 
it’s her second role as government 
spokesman that is in jeopardy - 
many of her colleagues are already 

showing her a dean pair of heets in 
the race to the microphone. Asked 
for an official comment on a possible 
reshuffle, she could only say: “/ don't 
exclude any hypothesis.' 

Good Heavens 

Forget about the lump of space rack 
that may, or may not, come crashing 
to earth. The astrophysics team at 
the UK’s Etflnburgh University is • 
looking further ahead - about 20 
bflflon years. Helped by a cosmic 
grant from the European Union, ifU 
try to work out whether the universe 
will end in an almighty crunch. Pie In 
the sky. perhaps. But who better to 
lead the star gazing than head of 
department Dr Alan Haavens7 



100 years ago 


Bicycles For Italy 

Consul de Zuccato thinks that 
there is undoubtedly a good 
opportunity at the present 
moment for British manufacturers 
of bicycles and their 
appurtenances to extend thefr 
trade b the Italian provinces if 
they codd send out machines of a 
smart and styfish appearance at 
the approximate prices now ruling 
far (taflan-made machines. Should 
the matter be taken up by British 
manufacturers, ar Consul points 
out that It would be expedient to 
advertise on a big scale In the 
Itafian language and to grant 
liberal commission to dealers. 

50 years ago 

Grates Plan In Queensland 
The Overseas Food Corporation 

and the Queensland Government 
have now agreed to a scheme for 

the cultivation of coarse grains 
and, later probably, sunflowers on 
soma 300.000 acres of grassland 
in Queensland, states the ministry 
of Fbod. The coarse grains wifi be 

ussd for animal feeeflngstufte, and 
In particular pig food. In the first 
years of the scheme In particular 

the larger part of the crop will be 

shipped to Britain, but the use of 
the crop win be decided In the 
light of commercial considerations 
from year to year. 
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Kremlin coup 


Some doctor Boris Yeltsin must have. By 
leaping Cram his sick bed to sack the 
prime minister and entire cabinet. Mr 
Yeltsin has signalled that economic 
reforms will go on regardless of which 
faction roles the cabinet. Helped by a 
resurgent oil price, Russian shares have 
edged upwards and yields on rouble-de- 
nominated government debt have been 
largely nnn’hawg od Such equanimity in 
the face of a sharp reminder of Russia’s 
political volatility betrays a certain admi- 
ration of this spirited presidential sum- 
wielding: 

The attachment of Sergei KMyenko. the 
sew ju inip minister, to the refor m ist camp 
around Boris Nemtsov bodes well for 
greater transparency in government than 
characterised the era of Victor Cherno- 
myrdin, the outgoing prime minis ter. Mr 
KMyenko must, though, still prove he is 
his own man 

Support for the basic tenets of macro- 
economic stability is broad-based: the 
credibility of monetary policy has been 
boosted by the move towards the single- 
digit Inflation target and January's 
smooth re-denomination of the rouble. 
Furthermore, although the budget deficit 
has not been helped by falling oil reve- 
nues and patchy tax collection, commit- 
ment to its reduction is solid. 

Nevertheless, much more remains to be 
done, particularly at the corporate level. 
Severing overcosy links between the gov- 
ernment and big business would be a good 
start to ensuring the government's tax 
collection improves and dubious subsidies 
are rffaifaafaH Further moves to sharpen 
up corporate governance will also be vital 
to building investor mnfldenrw and devel- 
oping an equity culture in Russia. 
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strong position to drive consolidation in 
the industry. With much for sale at the 
moment as companies get big or get out - 
HarperCollins and Simon & Schuster are 
also up for grabs - profitability should 
improve as economies of scale are 
exploited and pricing firms. 

Provided it does not overpay, Bertels- 
mann’s decision may prove shrewd, 
despite the gradual decline In the amount 
people read. The advent of internet retail- 
ing stands to benefit book publishers. On- 
line ordering through the likes of Ama- 
zon.com has driven down costly book 
returns and revitalised publishers' back- 
lists. 


Cendant 


Bertelsmann/Random House 


Of all Bertelsmann’s businesses, book 
publishing is among the worst perform- 
ing. On the face of thing s this makes its 
acquisition of Random House look. well, 
random. After all, thp trend in ftp indus- 
try is to move up the pyramid of value, 
into ‘must have" business information, 
not back down towards cyclical cons umer 
spending. If Bertelsmann were a public 
company it would be bard to imag ine 
investors tolerating such a large invest- 
ment in a low-returning business. 

As a private company, however, Bertels- 
mann is free to take a different view. 
Clearly it believes its size puts it in a 


Nempuku 

Japan's economic misery is throwing up 
juicy opportunities for foreigners. Yester- 
day brought news of how Nempuku, the 
large public sector pension fund manager, 
is now handing around half of its new 
business to foreign fund managers. Com- 
ing barely a week ahead of the Big Bang 
deregulation of financial markets, it is a 
chilling reminder of how vulnerable 
Japan’s financial sector is to foreign plun- 
der. Foreigners have also made dramatic 
gains in areas such as equity trading and 
unit trusts. 

Pensions deregulation has been spurred 
by the need to boost investment returns if 
the pensions of Japan’s ageing population 
are to be paid. It is little wonder that 
foreigners are grabbing market share; 
japan’s life assurers have performed so 
dismally that they have had to renege on 
guaranteed returns. But it is not only 
about returns. Over the past year, the 
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FT WEATHER GUIDE 


Europe today 

South-east Europe wSB be dry 
with some sun but wfll stay cold. 
The central Mediterranean wil 
have heavy showers and thun- 
derstorms, mostly over Italy. The 
Balkans may see wintry showers 
with snow towards Russia but 
central Europe wS be diy after 
fog patches have lifted Most of 
the Iberian Peninsula wa be 
sunny and the south wil be hot. 
Rain wil move nto the UK and 
Scandinavia, preceded by snow 
over Sweden, but Finland wfll 
stay dry. 

Five-day forecast 

The south-east wffl stay cold and 
heavy rain ever Italy wtB spread 
to the eastern Medttemroan by 
mid-week. Local flooding wifl be 
a threat, especially over western 
Turkey. Ran, preceded by snow, 
wil spread across north-western 
Europe and into central and 
eastern areas later in the week. 
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Tokyo rules out income tax 
cuts from economy boost 




cloud of corruption that has bung over 
the Japanese financial system has made 
pension fund managers increasingly will- 
ing to transfer mandates to foreigners. 
The increasing prominence in Japan of 
global consultants like Frank Russell has 
simply oiled the wheels. 

The upshot is that Japanese managers 
are concentrating more on performance, 
less on traditional relationships. Ttos is 
great news for new market entrants. But 
success will require more t h an just 
exporting Wall Street practices to Tokyo. 
Indeed, the winners will probably be those 
who succeed in convincing Japanese fund 
managers and investors that what they 
are being offered is not the foreign way, 
but the modern way. 


Focus on public works is likely to prompt overseas criticisrr^|| 

.. , . ■ - <nmmp tax cuts would bat* a pod- 


By Hctiys Satanoto to Tokyo 


Cendant, already the world's largest 
consumer services company with a mar- 
ket capitalisation of over $30bn, has just 
got eveo bigger. In a matter of hours, it 
won its $3bn battle for American Bankers 
Insurance, a credit insurance group, and 
snapped up UK-based National Parking 
Corporation for $1.3bn. 

But car parks? On the face of it, NPC 
seems an odd match for Cendant, a busi- 
ness that spans membership services, 
hotels and fleet management But Henry 
Silverman. Cendant ’a acquisitive chief 
executive, believes that in car parks he 
has spotted an archetypal Cendant busi- 
ness. where existing demand is coupled 
with opportunities to consolidate. Cen- 
dant is already looking for more car pa rk 
acquisitions in the UK, where financially 
stretched local authorities are keen to sell 
assets, and in continental Europe, possi- 
bly in partnership with a property devel- 
oper and investment group. 

But the real juice has to come from 
cross-selling opportunities, the crux of 
Cendant's talent. The direct marketing 
skills of the old CUC - which merged with 
HFS late last year to create Cendant - 
helped build its membership services busi- 
ness from 100.000 members 15 years ago to 
60m. So Mr Silverman is fixated with the 
3m sets of British eyeballs whose owners 
are daily users of NPC's facilities in the 
UK. While the dingy confines of a multi- 
storey car park may seem an unpromising 
place to grab a consumer’s attention, Cen- 
dant has shown that a low response rate - 
to junk mail in credit card bills, far exam- 
ple - can still be highly profitable. 


Japan’s ruling liberal Democratic 
party yesterday ruled ont income tax 
cuts from an economic stimulus 
package to be unveiled on Thursday. 
The package, which should be worth 
between YlO.OOObn ($76bn) and 
Y15,000bn ($U5bn), will instead be 
focused on public wor k 8 spending 
and new funding for childcare and 
other welfare programmes. 

The agre ement reached at yester- 
day’s policy meeting of LDP leaders, 
is likely to trigger strong overseas 
criticism, particularly from the US, 
which has publicly caned for strong 
measures, iwrinflfrig income tax cuts. 

Japan’s trading partners have 
urged its government to adopt sub- 
stantial income tax cuts to boost 
domestic demand, which is seen as 
crucial to help absorb imports from 
Asian economies hit by currency 
devaluations. 

Last week, Richard Daley, US com- 
merce secretary, suggested the US 
would be looking for tax cuts as wen 
as public works projects to stimulate 
tho economy. Many private econo- 


mists have also called for i ncome tax 
cuts by Japan, where household 
spending last December showed its 
sharpest decline in 24 years, down 5 
per r*mt compared with the same 
p wmth the year before. 

Top LDP officials, however, are 

Opposed to hifimne tax CUtS, which 

they believe would force Ryutaro 
Hasbimoto, the prime minister, into 
a policy U-turn and increase calls for 
his resi gnati on. 

Incow tax cuts would have to be 
funded by deficit bonds which the 
government is committed to stop 
issuing by 2003. Public infrastruc- 
ture spending, on the other band, 
wm be fanned through construction • 
ivmris which are not restricted under 
fiscal ref or ms adopted last year. 

Moreover, the LDP prefers to take 
a <-«rvn« that are almost certain to 
minimise job losses. 

While many members of the IDP 
have urged substantial income tax 
mt«, the powerful LDP secretariat, 
led by Koichi Kato and Taku Yama- 
saki, has resisted such calls. Mr 
Yamasaki indicated on a Sunday 
news programme he did not believe 


i Tyvwie tax cuts would hav e a pod^ 
tive effect in boosting the 
The not to i nclud e i MMt ?-±S 

tax cute in the stimulus package ^ 
likely to have a damp in g effect-tote^.^ 
the markets. :: .. ' 

“The market win be disappointed, /7 V? • 
said Ryoii Musha, strategist at Dpab : 
sche Morgan Grenfell in Tokyo, , ; . 

He said, however, that ther fiscal-^'-- 
reform legislation would in anyote- ^t -rf 
have iiTTritgrt tax cuts to 
which would not have been enougfc-^: •- 
to lift the gloom. “The LDFs 
are extremely limited,” he said.- 
Meanwhile, the LDP has stnwgSy^^v^- 
indicated it is considering ustogipiB*;-.:; Al'X. 
lie funds to support the market. Yagk 
tejrday, Mr Hasbimoto told the Diet 
that investment of public f unds % 
the stock market was being coBfiWf.r.TiL 
ered because it would diversify Hdb-lVir ’ 

u. C- x .■—M .iin .Mitc nn* manftnlttk -if - -iA 


lie fund investments, not irrenlp nMBi 
the market. 

Injection of public funds is likely 
to have a greater and mare u n nwtB - 
ate ftw pari on the market than -the 
possibility of tax cuts, said Ken Ok£ 
mura, market strategist at Drasdner 
Klein wort Benson in Tokyo. . . 


Sports governing bodies fight 
Brussels over seif-regulation 


By Jtamqr Bm la laodoa and 
Bam Tartar la Dniriali 


International sports governing 
bodies will today mount a concerted 
rhaTTftwp* to the European Commis- 
sion's attempts to pyfanfl competi- 
tion rules to sport. 

More than a dozen sporting organi- 
sations, including Uefa, the Euro- 
pean football association, and the 
FIA, (he motor racing authority that 
runs Formula One, will meet in Lau- 
sanne under the auspices of the 
International Olympic Committee. 

The meeting wffl provide the first 
op p or tun ity for the organisations to 
plan a joint defence against what 
they see as the EU authorities’ 
attempt to supplant world sport’s 
tradition of self-regulation. 

Uefa and the FIA in particular are 
furious at the way Karel Van Miert, 
EU competition commissioner, ton 
been applying the EUs rules to long- 
accepted practices under which 
sports governing bodies regulate 


their sectors. Sports officials say his 
actions are detrimental to the inter- 
ests of sport. 

Mr Van Miert believes sports 
authorities such as Uefa and FIA 
operate as virtual monopolies that 
work against the public interest 

He is waging a campaign against 
restrictive practices within the 
sporting world to coincide with its 
increasing e nmwiargialiimt fan- The 
increase in profits fraur television 
rights ban underlined the need for 
an outside referee, in his view. 

The IOC, which traditionally side- 
steps public controversy, yesterday 
played down the significance of the 
meeting. “This is an fa formal meet- 
ing to id entify and daTlng p ending 
questions that need to be solved, ” 
FTanpois Canard, the IOC’s director 
general, «ald. 

But Marcel Benz, a legal adviser to 
Uefa, said: “We have our rules and 
our traditions. We are asking: why 
should the EU interfere? 

“The interests of sport are not nec- 


essarily best served by EU rules.* 1 
Tension between the sporting'-.: 
world and the EU authorities began- ^ 
to increase in 1995 when the Euro- 
pean Court of Justice backed claims 
by Jean-Marc Bosnian, the Belgian 
footballer, that his club's transfer fen 
demands were a restraint on trade .’ ' % 
Sports bosses say the Commission '■ 
has embarked an a path that could . 
disrupt the world of sport with 1 
excessive bureaucratic intrusion and 
protracted legal battles. Over the: 
past year, disgruntled players from a 
range of sports have been taking s 
grievances against associations and- ' 
federations to Brussels. r . ‘ ~ 

FIA has rejected the Commisskn’s 
charges that the Formula One ip&r.:: 
racing system amounts to an 4M&; 
monopoly. It argues Mr Van tfieri 
has failed to understand that’jf' - 
global sport must have a cestriif -- 
authority to regulate events; and. 
channel TV income. . . ^ 


World Gap legal moves, Page 2.. 
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Swiss bank secrecy stripped away 

SincaUikas MQhlemann took ow as chief executive 
of Crecfit Suisse last year, he has stripped away much 
of the mystique about Swiss banking. The openness 
seems to be working; Credit Suisse’s share price has 
nearly doubled since he took charge. Page 20 

Deja vu at Credit Lyonnais 

History is repeating itself at Credit Lyonnais, the 
French state-owned bank struggling to shrug off 
losses from the early 1990s. In 1994 the bank's first- 
half results were delayed as disagreements stalled a 
government-backed rescue plan. Today the feucfing 
continues and a plan is still not agreed. Page 23 

CGC uses soaps in media war 

Programming is one of 
the main elements with 
which Venezuela's Cisne- 
ros Group of Companies 
hopes to win the Latin 
American television war. 
Venevteion. Its flagship 
channel, which reaches 
300m viewers in more 
than 100 countries, has 
doubled its annual pro- 
duction of soap operas to 
16. The latest soap, star- 
ring Alicia Machado (above), was pre-sold to Spain, 
the US, and other Latin America countries. Page 22 

US rally lifts Europe off lows 

Government bond markets dosed mostly lower but 
above their worst levels sparked by talk of rising oil 
prices and of political turmoil In Russia. European 
markets dipped sharply but recovered after the US 
market rallied, sparked by an outright purchase of 
Treasuries by the Federal Reserve. Page 28 

Aiful raises $253m in global offering 

Aiful Corporation, a Japanese consumer finance 
group, has raised Y33bn ($253m) in a global share 
offering, sailing 4m shares to International investors at 
YB.271 a share. The issue was twice subscribed, with 
one-third going each to investors in the US, the UK 
and Europe/ Asia. Page 28 

Holiday gives Pakistan a break 

Yesterday's independence day holiday in Pakistan 
allowed Karachi’s investors time to recuperate from 
last week’s losses. The KSE-100 share Index lost 4.5 
per cent, mainly due to political and economic uncar- : 
tairrty, and anxiety that some of Karachi’s brokers 
faced large losses. Page 40 

Drought hits Vietnam coffee 

Drought has affected 45,000 hectares of Vietnam's 
coffee-producing province of Daklak where more than 
65 per cent of Vietnam's coffee Is produced. The 
crop - one of Vietnam's best foreign exchange earn- 
ers - could be cut by 10 per cent Page 30 

Metals supply outstrips demand 

There were strong increases in demand for alumin- 
ium, copper and nickel lest year, in spite of the devel- 
oping economic problems in Asia. But that was not 
enough to prevent substantial supply surpluses budd- 
ing in these important global metal markets. Page 30 
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US sues to halt Lockheed-Northrop link 


Shares fall after weekend negotiations fail to ease the 
Pentagon’s fears over concentration in defence sector 

a lawsuit If agreement was not Most pressure appears to have 
reached this weekend, even come from the Pentagon, the 
though the companies had biggest single customer of the 
tried to make more room for . proposed partners. 

“We have concluded that the 
[defence] department's interest 


By Christopher Parties 
hi Los Angeles 


The US government yesterday 
fulfilled its threat to take legal 
action to prevent the $9bn 
merger of Lockheed Martin 
and Northrop Grumman. 

A suit filed in federal district 
court said "critical" defence 
functions would be affected by 
the proposed - unprecedented 
concentration'* in the industry, 
which has seen $80bn worth of 
acquisitions so far this decade. 

Joel Klein, the chief federal 
anti-trust official, said later 
the companies had made no 
offers to satisfy the govern- 
ment's concerns. Lockheed 


said it was prepared to go to 
court to fight for the deal, but 
added it wanted to continue 
negotiations. 

The action, which followed 
fruitless weekend talks in 
which Lockheed is believed to 
have offered to dispose of some 
of Northrop's more sensitive 
defence assets, had been her- 
alded last week by Janet Reno, 
the attorney general. 

On Thursday, she threatened 


manoeuvre by postponing the 
merger’s planned closing date 
from today until April 24. 

Government concern over 
the deal emerged unexpectedly 
about three weeks ago, when 
Lockheed revealed it had been 
informed of the government's 
“fundamental” objections. 


would be best served if Lock- 
heed Martin and Northrop 
Grumman do not merge," Wil- 
liam Cohen, the defence secre- 
tary. said in a letter to the 
attorney general. 

Northrop’s stock continued 


its slide yesterday as the gov- 
ernment called a press confer- 
ence to explain its stance!. 

The shares had lost a further 
$2 V» by noon in New York. At 
$104%, the shares reflected the 
loss of market confidence in 
the deal since they hit a 52- 
week high of $139 at the end of 
February, after both compa- 
nies* shareholders had 
approved the merger. 

Although no details were 


available, the negotiations 
apparently left wide differ- 
ences over the value and 
nature of the assets to be sold 
before the authorities would be 
satisfied. 

It has emerged that the gov- 
ernment is demanding that the 
bulk of Northrop's electronics 
business be sold to prevent 
Lockheed gaining too much of 
an advantage in military con- 
tracting over Bering and Ray- 
theon, Its remaining rivals. 

If allowed through as origi- 
nally planned, the Lockheed 
Northrop combination would 
account for almost 25 per cent 
of the Pentagon’s defence 
acquisitions budget 


Producers halt oil’s slide, but is 
it too soon to roll out the barrel? 

Yesterday’s rebound in the price of crude gave a fillip to the sector, but 
will the industry be able to stick to its guns, asks Philip Coggan 



Elf pays $528m 
to take 5% stake 
in Russian group 


Has the tide finally turned far 
the beleaguered oil sector? The 
weekend agreement to cut pro- 
duction by Saudi Arabia. Vene- 
zuela and Mexico has at last 
helped the oil price escape 
from its downward spiral. 

Between early 1997, when 
the Brent spot crude price 
touched $25 a barrel, and late 
last week the oil price effec- 
tively halved In less than 15 
months. In real terms, the 
price was back to where it had 
been before the first oil shock 
in 1973. 

The recent slump had taken 
its toll on the share prices of 
oil companies. By the week- 
end. the UK integrated oil sec- 
tor had underperformed the 
ETSE All-Share index by 17.4 
per cent since the start of Sep- 
tember, while the exploration 
and production sector had 
fallen behind by 29.3 per cent. 
The US integrated oil sector 
has underperformed the S&P 
500 by 11.1 per cent over the 
same period. 

Yesterday’s rebound in the 
price of crude - the May for- 
ward gained nearly $2 to $15.12 
by late London trading - gave 
an immediate fillip to oil sec- 
tor shares. In London, BP and 
Lasmo each rose more than 
7 per cent while Shell (less 
geared to the crude price) 
gained 4.3 per cent In Paris, 
Total rose 7.3 per cent while 
Elf gained 4.6 per cent and in 
New York, leading oil stocks 
were all $2-$3 a share higher in 
early trading. 

But the crucial Issue for the 
sector is whether the weekend 
agreement can hold. According 


to Sue Graham, oil analyst at 
Merrill Lynch: “There is scep- 
ticism as to whether a cut can 
be achieved and, more impor- 
tantly. whether it can be 
adhered to.” 

Opec has a longstanding tra- 
dition of failing to keep to its 
production quotas, with coun- 
tries having every incentive to 
cheat - just like restaurant 
diners who, knowing the bill 


will be split equally, have a 
tendency to pick the most 
expensive item on the menu. 

But It seems that, at last, the 
ofi price had fallen sufficiently 
to alert the over-producers to 
the folly of their actions. “Sub- 
$13 has turned out to be the 
pain threshold as Ear as the 
Opec countries are concerned,” 
says Keith Morris, oil analyst 
at BNP. 


However, even if the agree- 
ment does hold, this might not 
lead to a sustained rally in oil 
sector shares. Oversupply was 
not the only problem facing 
the crude price; the crisis in 
Asia h ew also reduced demand. 
“Our forecast for world 
demand growth is 2 per cent in 
1996. down from our original 
forecast of 2.75 per cent and 
from 2.5 per cent in 1907.” says 
Ms Graham. 

Predictions far the average 
1998 price tended to be in the 
$15-$18 range. So the price 
needs to hold at yesterday’s 
levels and advance a bit fur- 
ther to justify current earnings 
estimates. 

It may be a little while 
before yesterday's knee-jerk 
jump in oil sector share prices 
translates into a sustained 
rally. “The market will proba- 
bly pause and wait to see the 
evidence that production cuts 
are coming through,” says 
Steve Turner, oil analyst at 
HSBC James CapeL “The ques- 
tion is whether, when we get 
two to three months down the 
road, the Opec countries tom 
out to have short memories 
and increase production 
again," says BNP’s Morris. 
Nick Glydon, technical analyst 
at Flemings, says: “The rally 
by crude and the ofl shares is 
not enough to abort the bear- 
ish longer-term patterns.” 

So, if investors do risk a 
toast to- the weekend news, 
they should probably use spar- 
kling wine rather than cham- 
pagne. 


Ogee's last stand, Page 16 


By Simon Davies in Moscow 
and David Owen hi Paris 


Elf Aquitaine, the French oil 
company, is to forge a strate- 
gic aiifanre with newly formed 
Yuksi of Russia, paying $528m 
for a 5 per cent stake in the 
country’s largest oil company. 

Yuksi, valued by the deal at 
$10.4bn, is one of the largest 
private sector oil companies in 
the world in terms of proven 
reserves. It has crude oil 
reserves more than three time*; 
greater than British Petro- 
leum’s. 

The Russian group is being 
farmed through the merger of 
Y ilk os and Slbneft, two of the 
country's biggest privatised oil 
companies. It Is due to be 
largely completed by the end 
of the year. 

Elf is paying a premium of 
more than 40 per cent over 
Monday's stock market value 
for its shares. However, the 
price may be adjusted after 
Yuksi’s shares are listed cm an 
international stock exchange, 
probably next year. 

The move is the latest exam- 
ple of a tie-up between a Rus- 
sian energy group and an 
international oil major. In 
November, Royal DutchJShell 
announced a strategic alliance 
with Gazprom, the natural gas 
group, and BP teamed up with 
Sidanco, an oil company. 

Under yesterday’s agree- 
ment. Elf will jointly develop 
the Sugmut field in western 
Siberia at an estimated com- 
bined cost of $L5bn. The field 
has reserves calculated at 
more than 700m barrels of oiL 

Eugene Schvidler, Yuksi 's 
chief fiTwririai officer, said the 


group was in serious discus- 
sions with two other oil majors 
over similar deals. 

He added that the Elf deal 
would have no impact on Yuk- 
si’s interest in bidding for 75 
per cent of the largest remain- 
ing state-owned oil company, 
Rosneft, which is due to be 
auctioned on May 29 at a 
starting valuation of $2.1bn. 

For Elf, Russia's enormous 
reserves represent an impor- 
tant opportunity to diversify 
its production, which is at 
present concentrated in Africa 
and Europe. 

The deal stipulates that Elf 
and Yuksi will study ways of 
co-operating to develop west- 
ern Siberia’s Prirazlom oil 
field, with reserves estimated 
at ltan barrels. The two groups 
will also carry out an evalua- 
tion of the Yurubcheno- 
Tokhomo field in eastern 
Siberia. Co-operation will 
Include crude oil trading and 
the distribution of petroleum 
products in the Yuksi network. 

Stephen O’Sullivan, oil ana- 
lyst at MC Securities, the Rus- 
sian investment bank, said the 
success of the alliance would 
swing on the performance of 
the Sugmut Joint venture. He 
pointed out that Yukos's previ- 
ous foreign partnership, with 
Amoco of the US, had not been 
successful 

The final structure for the 
creation of Yuksi has been 
agreed, but it is unclear 
whether the management will 
prove able to achieve the 
potential cost benefits from 
the merger. Furthermore, the 
Russian companies have a che- 
quered past in dealings with 
minority shareholders. 


Cendant continues to expand 
with $4bn double acquisition 


By John Anthers in New York 
and Jonathan Ford hi London 

Cendant, the US-based direct 
marketing company, yesterday 
continued its acquisitions cam- 
paign by sealing agreements to 
buy American Bankers Insur- 
ance of Miami for $3.1bn and 
National Parking Corporation 
of the LTK for $l-3bn. 

The deals underlined the 
company's intention to build 
revenues by offering extra 
products to its large network 
of customers. 

National Parking, known as 
NCP, was created by Sir Don- 
ald Gosling and Ronald Hob- 
son 49 years ago to convert 
bomb sites into car parks. The 
bid values NPC at 673 pence a 
share, or £800m, in cash. Sir 
Donald and Mr Hobson, who 
can expect to receive around 
£580m for their 72.5 per cent 
stake of the company, already 
received £162m in special divi- 


dends from their holdings 
since July 1995. 

The takeover follows their 
decision last autumn to shelve 
plans to float NCP, which has 
500 car parks, on the London 
stock exchange. *■ ■ 

Henry Silverman, Cendant ’s 
chief executive, said, his com- 
pany plans to use car parks as 
an opportunity for “cross sell- 
ing" Cendant ’s other services, 
which include car rentals and 
hotels. He said; “We view NCP 
as a consumer brand in the 
UK It’s a franchising brand to 
us, and that’s our core compe- 
tency. We can expand that 
brand throughout the UK and 
through Europe and perhaps 
the US with partners.” 

In particular, Cendant will 
try to take over the running of 
municipal car parks, taking 
advantage of local authorities’ 
need to find extra revenue. 

Cendant also announced 
that it had agreed to acquire 


American Bankers Interna- 
tional, the Miami-based credit 
insurer, for *67 per share, a 
total of about $3.1 bn. 

The deal, which Cendant 
predicted would enhance its 
earnings next year, signals the 
end to a bitter bidding battle 
with American International 
Group, which had originally 
agreed to buy American Bank- 
ers for $2.3bn_ It also includes 
a package to compensate A1G, 
and to withdraw all the law- 
suits which the two companies 
have filed against each other. 

AIG will receive a termina- 
tion fee of $lD0m from Ameri- 
can Bankers, and will receive 
another $10m of merger-related 
expenses from Cendant 

The transaction, which 
requires regulatory clearance, 
is expected to close by the end 
of June. 
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Continental plans Russian plant 


By Bra bam Bowley in Frankfurt 


Continental, the German tyre 
company, plans to open its 
first manufacturing plant in 
Russia to serve the country's 
growing vehicle market and 
bolster the company’s 
globalisation. 

Continental, the world’s 
fourth largest tyre maker, has 
restructured to cut costs over 
the last few years, with job 
reductions and swathes of pro- 
duction shifted to low-cost 
sites abroad. 

Hubertus von Griinberg. 
chairman, said; “There are 
many Mercedes and BMWs in 
Russia requiring tyres. I 
wouldn’t announce a location 
now. We are dose to it. 


"We do have a good sales 
presence [in Russia] already 
and that will switch to a Rus- 
sian manufa cturing presence 
at some point It will be major- 
ity owned, with a Russian 
partner. It will initially pro- 
duce under five million [tyre] 
units a year." 

The Russian plant would use 
Continental's new modular 
manufacturing process, iu 
which tyre parts are manufac- 
tured in low-cost locations and 
then shipped to plants in other 
markets for assembly. 

Plants using the new process 
cost significantly less to build. 

The hunt for cheaper manu- 
facturing processes also 
reflects intense competition in 
the $70bn a year tyre industry. 


Goodyear Tire and Rubber of 
the US has said it wants to 
double in size, prompting spec- 
ulation about consolidation in 
the industry. . 

Mr von Griinberg has trans- 
formed Continental after 
heavy losses earlier this 
decade. Having turned around 
the group’s car tyre and US 
businesses. Mr von Griinberg 
said the truck tyre division 
had also returned to profit in 
the first quarter. "For the first 
time in company records truck 
tyres are profitable in the first 
three months," he said in an 
interview. 

Continental announced last 
week that net profits rose 67 
per cent last year to DM322m 
($I77m). 
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Openness aids Credit Suisse 


Lukas Muhlemann is ending the secrecy, writes William Hall 

W hen Credit Suisse mance of individual busi- mann is starting to m 
replaced Klaus Jenny, nesses against Mr MQhle- difference. Revenues c 
head of Its private mann's simple targets, and group's banking bus 


W hen Credit Suisse 
replaced Klaus Jenny, 
head of its private 
banking business, earlier 
this month, there was puz- 
zlement Jenny, 55, a Credit 
Suisse veteran, had been 
doing the job for just over a 
year and had exceeded his 
earnings «nH growth objec- 
tives for 1997. 

However, it seems that Mr 
Jenny could have done bet- 
ter. Lukas Muhlemann, 47, 
the ex-McKinsey manage- 
ment consultant who took 
the Credit Suisse helm in 
January 1997, refuses to dis- 
cuss the change at the top of 
his group's second biggest 
profit contributor. But as 
last week's Credit Suisse 
results showed, its private 
hanking business earned less 
than Swiss Bank Corpora- 
tion's private bank, even 
though it had three times as 
much capital to play with. 

Until now Swiss banks 
have been reluctant to dis- 
close how much capital they 
use in their businesses. It 
was part of a pattern of 
secrecy that helped to 
explain why Swiss bank 
shares underperformed the 
stock market for so long. 

Mr Mdhlemann has begun 
to strip away much of the 
mystique about Swiss bank- 
ing by disclosing far more 
about Credit Suisse than his 
^predecessors. It is now.possi--^ 
ble to measure - - the purfor j r 


mance of individual busi- 
nesses against Mr MQhle- 
mann's simple targets, and 
gauge exposure to problem 
areas, such as Asia. The new 
openness seems to be work- 
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ing - Credit Suisse’s share 
price has nearly doubled 
since he took charge. 

Mr MQhle mann, who 
transformed Swiss Re in less 
than two years, did not 
inherit a particularly strong 
business. Credit Suisse's cap- 
ital ratios were substantially 
lower than those of UBS, the 
market leader. Top manage- 
ment had been weakened by 
constant reshuffling, and 
only one of its four core 
businesses - Credit Suisse 
First Boston - could be con- 
sidered close to being a 
world-class.. ccHnpaator., 

' Nevertheless, Mr MQhle- 


xnann is starting to make a 
difference. Revenues of the 
group's banking business 
grew by one-third, compared 
with about one-fifth at UBS 
and SBC: trading income 
rose by 36 per cent, while 
UBS reported a 4 per cent 
decline and SBC a 3 per cent 
increase. Although Credit 
Suisse made more money 
from trading than the other 
two h ank s combined. Mr 
MQhlemann notes that it did 
not mak e their mistake of 
taking "directional bets" in 
highly volatile trading areas. 

Mr MQhlemann is also 
making Credit Suisse’s bal- 
ance sheet work harder. Net 
interest income rose 31 per 
cent, compared with 
increases of 4 per cent at 
UBS and 1 2 per cent at SBC. 
Credit Suisse's assets rose 
only 10 per cent, and the 
surge in net income reflects 
its strategy of shifting capi- 
tal out of low-yielding inter- 
national corporate lending 
into higher-margin busi- 
nesses. 

CSFB, which now ranks 
behind Goldman Sachs and 
J. P. Morgan in terms of rev- 
enues, is the one area of 
Credit Suisse which is in bet- 
ter shape than the enlarged 
UBS. following its merger 
with SBC. It is strong in 
both the US and Europe, 
unlike UBS's Warburg Dillon 
Read, and its return on 
equity of 17.6 per cent and 



Africa Israel Investments, 
the reshaped Israel-based 
company • with ■ subst antial 
interests in property, yester- 
day reported a fell in net 
profits due to restructuring 
in its first year under the 
control of Lev Leviev, for- 
merly an Antwerp-based dia- 
mond deals'. 

The results reflected the 
spin-off last year of its insur- 
ance h n^ ihigR held through 
frmk Lenmi - Africa Israel's 
former parent - to Generali, 
the Italian insurance group. 

Revenues for last year r 06 e 
from Shk733.2m to 
Shk764.1m ($zi2m) while net 
income slipped from 
ghfcw)-im to Shk87.5m fol- 
lowing the sale by Bank 
Leumi, which retains a 25 
per cent stake in Africa 
Israel, of the Migdal Insur- 
ance gro u p to Generali. 

The spin-off led to a big 
shake-up in Africa Israel in 
which Mr Leviev acquired a 
majority stake in the 


company to early 
' He has refocus^ Qw/;;: 
group, buying Gottex, 
swimwear company,; Ttodr/v. 
expanding into., fe &sl ug ^ 
erty, both in Israel and-futT fen 
ther afield in Bu ssfe e^.-^ 
eastern Europe. He recEjr^r-t^ 
acquired for Shk32m a J»per.-.--: 
cent stake in Centreinvest, 
Moscow-based brokerage ,/y 
house which -also specialises:^ 
in property. . . .. 

Mr Leviev intends to - 
expand the profit base by 
leasing properties^ rathavr. -.' 
fhnn selling — particularly l/ 
since the sector to Isael is 
in recession. At the sscjte;--/- 
ti mp, he is focusing increase* _ 
ingly on shopping malls anC ' v 
infrastructure project; ^ 
which include highAe^h 
industrial parks. ' \ r . .- 

Earlier this year, AHdf - ^ 
Israel won the tender toea*-* 1 /.. 
struct the iKMih-south TWE& / ' 
Israel highway which, : ifir rt; 
Leviev said, would allow / 
him set up his own charin' df:/ 7 
restaurants, petrol stations:: / 
and service facilities. ..V/ ;.//./ 


New Sandvik unit 
faces tough year 




Lukas MAMemann: Credit Suisse share price has nearer doubled since he took aver Picture: Reuters 


staff cost/income ratio of 49.1 
per cent are both above Mr 
Muhlemann 's targets. CSFB 
earned as much as the 
enlarged Warburg Dillon 
Read on 11 per cent less rev- 
enue, and return on equity is 
more than one-third higher. 

I n retail h ankin g, private 
hanking and asset manag e, 
meat, however, Credit Sui- 
sse's profitability is lower 
than that of the enlarged 
UBS. Pre-tax losses in Credit 
Suisse’s domestic Swiss 
banking business were cut 
by SFr477m (S3l8m) last 
year, and the aim is for this 


side of the business to be 
earning close to SFrSOOm or 
12 per cent on equity in the 
not-too-distant future. 

In private banking, the tar- 
get is to lift return on assets 
under management from 37 
basis points to between 40 
and 50 basis points, and 
grow revenues at a double- 
digit rate. There is also 
plenty of room for improve- 
ment at Credit Suisse Asset 
Management, which has 20 
per cent more staff and half 
the fends under manage- 
ment of the enlarged UBS. 
The target is to increase the 
return on its SFr264bn fund 


mnnagpmPTit h ndnWM from 9 

basis points to between 12 
and 15 basis points. 

Finally, there is Winter- 
thur, the Swiss insurer for 
which Credit Suisse paid 
SFrl4bn last year. It has 
done wonders for Credit Sui- 
sse's capital ratios, which 
are now much stronger than 
those of UBS. But its return 
on equity of 10.2 per cent is 
well below the group target 
of 15 per cent-plus, and 
many of its 27,565 staff may 
well be wondering whether 
they will soon suffer the 
same fate as the unfortunate 
Mr Jenny. 


Sandvik's mining and 
construction unit, formed 
yesterday by the combina- 
tion of its Tamrock and 
Sandvfk Rock Tools subsid- 
iaries, win have a difficult 
year because of the Asia cri- 
sis and low metal prices, the 
Swedish engineering group 
said, Reuters reports from 
Stockholm. 

“The year 1998 will be a bit 
tough for both Tamrock and 
Rock Drills,” said Clas Ake 
Hedstrom, head of Sandvik. 

He said the lower metal 
prices put Sandvik’s ore- 
mining clients under pres- 
sure, and control of the 
financial crisis in Asia had 
come too late to stop the sus- 
pension of infrastructure 
projects in the region. 

Mr Hedstrom declined to 
forecast profits for the new 


unit, Sandvik Mining & Con- ’• 
struction. “We estimate-; ^ - > ■■■■ 
turnover of about SKrtQbn/-^ / 
ESl-3bnL M he said./.. 

The creation of the coa- / 
pany was expected to giVe ■».. 
synergy savings dfSKrtOQur 
a year. - - : -. If 

Earlier, -Gtaho Mazzafejd, • 
head of Swedish rival 
Copco, said 1998 would be V//V 
tough year for its coostrup-'-- 
tion business because- of . //-< 
price pressures following the // /"'• . 
Asian crisis. ’ . . y .. 

Mr Hedstrom said Sand 1 / / '/. 
vik's new unit was not plan • - • / ' 
ning any acquisitions in the. 
near “Our main target is to ' . J 
consolidate first and fore- ,. -.-V 
most," he said. “My ambl ~- “ 
tion is to lift margins into :/-/'■ 
double digits -within - a- few :L - 
years.” He declined to go 
into details-/. -- ■•/ • 
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Ex-minister to bid for Steyr 


FINANCIAL TIMES TUESDAY MARCH 24 1998 .f '. - 

★ 

COMPANIES & FINANCE: IN TERNATIONAL - 


By Eric Frey 

in Vienna 


The battle for control of 
Steyr-Dairaler-Puch, the Aus- 
trian vehicle maker, took a 
new turn yesterday when 
Hannes Androsch, the for- 
mer finance minister turned 
entrepreneur, said he would 
bid to buy the contested 
majority stake held by Credi- 
tanstalt, the Austrian hank 
Androsch International 
Consulting, in partnership 
with Apax, the international 
investment group, said it 
would top the Schs.sbn 
(J271ra) offer by Frank 
Stronach, the Austro- 

Canadian entrepreneur, and 

his Magna International car 
parts group - although it 
gave no details. 


Both sides are bidding for 
Creditanstalt's 67 per cent 
stake in Steyr and the 
bank's half-store in Steyr 
Fahrzeugtechnik, a joint 
venture with Chrysler. 

The Creditanstalt supervi- 
sory board is due to discuss 
the Steyr sale today. Two 
weeks ago, the board post- 
poned the expected decision 
to sell the company to 
Magna after Mr Androsch 
and other groups indicated 
that they would offer more 
than Mr Stronach. In a letter 
to Creditanstalt. Mr 
Androsch asked for another 
delay and suggested a six- 
week period to clarify some 
details in Steyr’s books and 
business plan. 

GSM. the German investor 
group which had announced 


plans for a Steyr bid on the 
eve of the previous Creditan- 
stalt meeting, said it would 
not present a firm offer 
today. 

There was also no sign 
that Borg Warner and Dana, 
two US automotive groups 
which were both reported to 
be interested in Steyr, will 
have bids ready today. Talks 
between Mr Androsch and 
Borg Warner about a joint 
offer apparently failed to 
yield an agreement. 

This would leave Mr 
Androsch and Mr Stronach 
to fight for control of Steyr 
in one of tbe strangest take- 
over battles seen In Austria. 
Mr Stronach 's mixed equity- 
cash offer in January was 
quickly accepted by Credi- 
tanstalt, but was deemed by 


some analysts and investors 
to be too low. especially after 
Magna shares fell sharply. 

Mr Androsch. who headed 
Creditanstalt in the 1980s 
before he resigned following 
charges of tax evasion, was 
the first to criticise the 
intended sale to Magna. The 
management of Creditanstalt 
and Bank Austria, the par- 
ent bank, came under strong 
political pressure over its 
handling of the Steyr sale. 

Mr Stronach said last 
week he had a legally bind- 
ing agreement with Credi- 
tanstalt to acquire Steyr and 
said he would not increase 
his hid. The hank believes it 
can still cancel the agree- 
ment with Mr Stronach if a 
better offer is put on the 
table. 


Occidental links with Equistar 


By Tracy Corrigan bi New York 

Occidental Petroleum, the 
US-based oil and chemicals 
company, plans to join 
Equistar Partnership, a joint 
venture between Lyondell 
Petrochemical and Millen- 
nium Chemicals, making tha 
partnership the world's sec- 
ond largest producer of eth- 
ylene, with annual revenues 
of almost $6bn. 

Following closing of the 
agreement, expected by mid- 
year, 41 per cent of Equistar 
will be owned by Lyondell, 
and 29.5 per cent each by 
MTHunnium and Occidental. 


Equistar will borrow an 
additional $500m, and will 
pay $425m to Occidental and 
S75m to Millennium. 

Dan Smith, chief executive 
officer of Lyondell and 
Equistar, said the addition of 
Occidental’s assets would 
provide synergies of more 
than $275m in the year 2000. 
Mr Smith will remain Equis- 
tar chief executive. 

“The addition of Occiden- 
tal’s ethylene, propylene, 
ethylene oxide and deriva- 
tives businesses provides an 
added opportunity to drive 
down even further Equls- 
tar’s already low-cost struc- 


ture," said W illim Landuyt. 
chairman and chief execu- 
tive of Millennium, the 
chemicals company spun off 
from Hanson, the now- 
demerged UK conglomerate. 

Under the terms of the 
transaction. Occidental will 
contribute olefins plants in 
Corpus Christ i and Choco- 
late Bayou, Texas and Lake 
Charles, Louisiana, produc- 
ing 3.65bn lbs a year of ethyl- 
ene; ethylene oxide and 
derivatives businesses at 
Bayport, Texas, and its share 
of an ethylene oxide plant at 
Beaumont. Texas; 950 miles 
of pipelines in the US Gulf 


Coast and two storage wells 
in South Texas; and $200m of 
related debt. 

The companies said that 
the addition of the Occiden- 
tal assets would allow the 
partnership to go into less 
cyclical, higher-margin mar- 
kets, through ethylene oxide 
derivatives, which are used 
to make products such as 
detergents and coatings. 

Equistar is North Amer- 
ica's largest producer of 
polyethylene. With the addi- 
tion of Occidental it win be 
the world's third largest pro- 
ducer of propylene and the 
second largest for ethylene. 


Bums, Philp & Company Limited 

NOTICE OF A MEETING 
of die holders of the outs tanding 
U.S. $100,000,000 

5'A% Guaranteed Subordinated Convertible Bonds due 2004 

of 

. Bums, Pbilp Treasury (Europe) B.V. 

and 

of the holders of the outstanding 
U.S. $100,000,000 
Conversion Bonds due 2004 
of 

Bums, Philp & Company limHid 

NOTICE IS HEREBY GIVEN chat a Meeting of the holders of the above Bonds (the “Bondholders'’) convened by the Guarantor will be held 
at the offices ofUnklaten atOne Silk Street. London EC2Y8HQon 17th April. 1998 at 11 a.m. (London rime I tor the purpose of considering 
and, if thought fit, passing die following resolution which will be proposed as an Extraordinary Resolution in accordance with the provisions of 
the Trust Deed (the “Trust Deed") dared 24th March, 1994 made between the Issuer, Bums, Philp & Company Limited as Guarantor and 
Bankra Trustee Company Limited (the "Trustee") as trustee for the Bondholders. 

EXTRAORDINARY RESOLUTION 

That this Meeting of the holders of the outstanding U-S-S 1 00 ,000,000 5W% Guaranteed Subordinated Convertible Bonds due 2004 of Bums, 
Philp Treasury (Europe) B.V. (the “Issuer") and the outstanding ILS. $100,000,000 Conversion Bonds due 2004 of Bums, Philp &. Company 
Limited ((he “Guarantor") (together "the Bonds”) constituted by the Trust Deed dated 24th March, 1 994 (the Trust Deed") made between the 
Issuer, the Guarantor and B unkers Trustee Company Limited (the Trustee") as crustee for the holders of the Bonds (the “Bondhoideis") hereby 
approves (he reduction in the par value of the Ordinary Shares of Bums, Philp & Company Limited from AS0.50 to A50.20 per share under 
Clause 6(K){6) of the Trust Deed and Condition 7(e)(vi) of the Bond Terms and Conditions." 

At an Extraordinary General Meeting rf the Guarantor's Shareholders on 26th February, 199b a recapitalisation proposal for the Guarantor was 
approved. One aspect of that recapitalisation proposal was the approval of the reduction of the nominal value of the Guarantor's Ordinary 
Shares from AS0.50 to AS 0.20. 

Under the Trust Deed the approval of an Extraordinary Resolution of Bondholders is required before the Companycan reduce the nominal value 
of in Ordinary Shares. 

The Guarantor has prepared an information package (the '‘Information Package") containing on explanation of die recapitalisation proposal 
certain financial information and certain information which was provided ro Shareholders for the Shareholders 1 Meeting referred to above. 
Copies of the Information Package are available on request hum the Guarantor by contacting it asset our below. 

For a copy of the Information Package contact: 

Bums, Philp & Company Limited 
c/o Ahem Allen & Hemsley 

The Chifley Tower, 2 Chifley Square. Sydney NSW 2000 

TeL No.: 61 2 9230 4000 

Fax Noe 61 2 9230 5333 

Ref: lan Wallace/Mark Wormell 

The Guarantor has accordingly convened a Meeting of the Bondholders by the above Notice to request their agreement by an Extraordinary 
Resolution to the matt ers contained in such E xt r a o r d inary Resolution. 

The Guarantor considers char the approval contained in the Extraordinary Resolution set out above is fair and reasonable in the circumstances 
and, accordingly, the Guarantor strongly urges all Bondholders to vote in favour of che Extraordinary Resolution. 

The attention of Bondholders is particularly drawn to the quorum required for the Meeting and for an adjourned Meeting which is set out in 
paragraph 3 of “Voting and Quorum" below. 

Copies of the Trust Deed (including the Terms and Conditions of the Bonds) will be available for inspection by Bondholders at the specified 
offices of the Principal Paying, Transfer and Conversion Agent as set out below. 

In accordance with normal practice the Trustee expresses no opinion on the merits of the proposed modifications but has authorised it to be 
stated that it has no objection to the Extraordinary Resolution being submitted to die Bondholders for their consideration. 

VOTING AND QUORUM 

IMPORTANT: The Bonds are currently in the form of Global Bonds which are held by a Custodian for, and registered in the name of, a nominee 
of the Depositary Trust Company (“PTC"). Each p erson (“beneficial owners") who is the owner of a particular nominal amount of die Bonds, as 
shown in the records of the participants of DTC (“DTC Participants"), the Eurodear system ("Eurodear") and Cedel Bank, soci&£ anonyme 
(“Cede!") or their respective accountholdet*. should note that such person will not be a Bondholder for the purposes of this notice and will only 
be entitled to attend and vote ar the Meeting in accordance with the procedures set out below, except that DTC Participants who have been 
appointed proxies by DTC may attend and vote at the Meeting. On this basis, the only Bondholder for the purposes of this notice will be the 
registered holder of die Global Bonds which is currently Cede &. Co., as nominee for DTC. Accordingly, beneficial owners will not be able to 
attend the Meeting and should convey their voting instructions, directly or through their respective accoundiolden, to DTC, Eurodear and 
Cedel in accordance with the ruling procedures of DTC, Eurodear and Cedel and such accountholdeis or arrange by the same means to be 
appointed a sub-proxy. 

. If DTC appoints the DTC Participants its proxies, the DTC Participants will be entitled to attend and vote at the Meeting. In die alternative, 
the DTC Participants may appoint the Principal Paying Agent or any employee of it nominated by it, not later than 24 bouts before die time 
fixed for the Meeting, as sub-proxy to attend and vote at the Meeting on their behalf, DTC Participants should direct any questions regarding 
appointing proxies or the voting procedures to the Principal Paying, Transfer and Convenion Agent iixiicated below. 

Holders of record of the Bond* at close of business New York City time on 10th April, 1998 (the ‘Record Date") will be entitled ro vote on the 
Extraordinary Resolution and shall remain so entitled notwithstanding any transfer of such holden Bonds after the Record Dare, Transferees of 
die Bonds after the Record Date will not be entitled to vote on the Extraordinary Resolution. 

1. A DTC P&rticJpant not wishing ro amend and vote at the Meeting in perron may give a voting instruction form and a beneficial owner may 
arrange for the ETC I Participant rhraqgh whom he holds his Bonds to give a voting instruction form instructing the Principal Paying, 
Transfer and Conversion Agent to appoint a proxy ro attend and vote at the Meeting in accordance with his instructions. 

Vmng instructions must be given to the Principal Paying, Transfer and Conversion Agent rax later than 48 hours before the time fixed for 
tbe Meeting and may not be revoked during that period- 

2- The qu orum re quired at die Meeting te two or more persons present m person holding Bonds or be tag proxies and holding or representing 
m the aggregate atieaK 50 per cent in principal amount of the Bonds for die time be ingoutstanding (as defined in the Trost Deed). If within 

13 minutefrem the tiw fixed for dw Meeting a quorum is not present the Meeting shall stand a^oumed for such period, not being less 

dum 1 4 (fays nor more dun 1 42 days, and ro such time and place, as may be appointed by the Chairman of thfc Meeting. Ac such adjourned 
Meeting die quorum shall be two or more praam present in person holding Booth being proxies whatever the principal amounr of the 
Bonds so held or represented. 

3. Ev^ question submitted to die Meeting will be decided on a show of hands unless a poll is duly demanded by the Chainnan of die Meetinc 

or by one or ^ more pmo»holdi«ga« iortnore Bonds or being proses and holding or representing in the aggregate not less than 2 per «n 7 

Bond or to a prosy shall have one vote. On a poll every person who b so present shaU have one vote in respect of each US. $5,000 wincfoal 
amount of Bonds so produced or represented or in respect of which he is a proxy. principal 

4- To be passed, the Extraordinary Resolution requires a majority in favour consisting of not less than — - 

Ifp^i^^he Extraordinary Resolution will be binding on aUdle Bondholders, whedier orcJtprc&mt ataxh^Me^r^s^ whetheror 

P ™ Pal Conversion Agent Payine, Transfer and Convenion Agents 

BankmTrustCompany Bankers Trust Company BankeraWLuxembouigSA. 

Four Albany Street 14 Boulevard ED. Roosevelt 

NewYotk, New York 10006 L-2450 Luxembourg 


1 Appold Street, Braadgate 
London EC2 A 2HE 


Bankers Trust 
Company, London 
24th March, 1998 


Principal Paying Agent 




Venezuela’s unfolding 

CGC hopes programming will help it win Latin America's media war, writes 



J ust as the bride is to 
utter the sacred wedding 
vow, the groom’s wife, 
who was believed to be dead, 
enters the church, and halts 
the ceremony. 

The congregation is 
incredulous as the cameras 
zoom in to capture the 
h uman drama, gr> d hundreds 
of thousands of Venezuelans 
sit on the edge of their seats 
as they follow yet another 
episode of their favourite 
soap opera unfolding on the 
television screen. 

While the region's media 
moguls race each other to 
place the latest technology- 
packed satellite in the sky 
and extend their fibre-optic 
cable networks across the 
continent, much of tbe battle 
for market share in Latin 
America takes place in front 
of tbe cameras. 

Programming is one of tbe 
main elements with which 
Venezuela's Cisneros Group 
of Companies (CGC) hopes to 
win the Latin American 
media war. Its flagship chan- 
nel, Vene vision, says its pro- 
gramming now reaches 300m 
viewers in more than 100 
countries. It also nlamifi to 
have the world's most- 
viewed soap opera. The 
Revenge, which is also the 
first to have entered commu- 
nist China. 

“Our programmes [are] 
readily accepted in other 
markets because of their 
lower cost and high ratings 
delivery." says Carlos Cisne- 
ros. chief executive of the 
Cisneros television group. 
Venevision’s average produc- 
tion cost for a soap opera 
series is about $6m. To meet 
tbe demand of its half-dozen 
media networks throughout 
tbe hemisphere, Veneviskm 
has doubled its animal pro- 
duction of soap operas from 
eight to 16. 

The decision to focus the 
privately-held conglomerate, 
which has annna) yilps in 
excess of S3J5bn, on media, 
entertainment and telecom- 
munications was taken In 
1963 by the board of direc- 
tors, led by brothers Gustavo 
and Ricardo Cisneros, chair- 
man and vice-chairman 
respectively. 

The group continues to 
expand some of its consumer 
and industry businesses, 



Sex appeal: CGC employs former beauty queens in its soap operas 


such as food, dr inks and 

mining . Yet by spinning off 

a number of companies in 
recent years, including the 
US sports goods manufac- 
turer Spalding, it assembled 
a war chest of about J2bu to 
fuel its media expansion. 
Carlos Bardasano, president 
of Venevision, says media, 
entertainment and telecom- 
munications represent about 
72 per cent of group turn- 
over. and are expected to 
account for some SO per cent 
by 2000- This compares with 
45 per cent in 1996. 

One of the vehicles for 
continued expansion will be 
the $500m Ibero-American 
Media Partners investment 
fund, which it formed last 
December with Hicks Muse 
Tate & Furst, the Dallas- 


based private investment 
fund. The fund, which could 
grow to {Urn, is to Invest in 
media properties in Latin 
America, Spain and Portugal 
with a focus on radio and 
television broadcast and pro- 
gramming companies. 

Once the local partner for 
consumer product multina- 
tionals, the Cisneros Group 
now looks for its own local 
partners as it becomes a 
regional media business. 
“On your own it’s going to 
take you longer and cost you 
more money,’* says Carlos 
Cisneros. An appropriate 
partner, he says, adds effi- 
ciency and speed to the oper- 
ation. “Speed is becoming an . 
incredibly important part of 
anybody's strategy in Latin 
America, which is moving 


In the worML’* 

Yet speed. low 
high ratings-mgy no t 
enough to conquer iWf . 

: kets. In television, each 
essce prefers a ^peciflff hJbcpf.r J V y 
programming - the : ■ 

foreign soap operas to kabo 
local soccer games - 
Leonardo Simpserr analyst •>'■": •. 
with Deutsche Morgan Gres* -;ii_ 
fell in MexSco 

need to understand, . L 

extremely subtle dtScriiHces 
from one countr y to 

another," says Mr (Smarts: " • 

Marla Mamm, media 
lyst with ING. B ari n^ fo -4w . 

New York, says CSsneros has; 
considerable hands-on expe- 
rience that “transports weB;- 
to other nzarta&s with some " 
additional focal ccAadx.:fSS»: 
key xs to leverage off your. . 
local kno w le dg e. " - . 

Recognising the imper- 

tance ctf that, Cisneroaetthfir 
seeks alliances with Io* 2 tl 
partners dr grants' "fidST" 
investors a minority-stake in 
the venture, hi last ; year's 
SilOm acquisition af hnagen 
Satelital, Aigentim’s tangast:. 

cable programmer, ft. : * 

management options to buy * w ' 
a 20 per cent stake. -y t \\ ■ 

F urthermore,: ' CGC’s: 
media and entertain-: 
ment companies - are. 
linked into an ihl&gFatMl : 
production line. Its in-honse^ 
beauty queen_ schooL-ior. 
instance .- grooms v Thodefo 
who win Venezuela mare 
international beauty pag- ^i 
Bant s than any other CpUQ- _1 , 
try. They late' star m saap: -f ; 
operas or talk shows. The- 
latest soap, Stanfog - tha fon:- 7 
mer Miss Universe, _ AHcia - 
Machado, was pneioM to 
Spain, the ns, arid nthar 
Latin America countries.- 
Through its networks -la' r 
Chile, the Caribbean,: and 
the US, where it bwnstWsi- 1 . ' " 
sion, the largest Hispanic - - 
cable network. CGC can 
schedule its best slants at : r 
prime time and self axr~ time' ^ 
to advertisers in much huger ~r 1 
packages, says Mr Cisneros; 

“This synergy . between ' ’• . 

CGC companies wiS aBow us V: 
in the future U> enter the v . 
rest of .the world marfeet.' 
with force and first-rate . 
programming. ” says Mr -.V 
Bardasano. - . .. 


- 


Ibis announcement appears as a matter erf record only. 


$1,000,000,000 

Charterhouse Equity Partners in, UR 


Ar limited pajtnersh^ jRsntxied to make priva 

in buyouts, buildupS. recapitaUzaUons aJ^ oomparues , 
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private placement of limited partnership interests. 


Merrill Lynch & Co. 


February 1998 


41. 






*■ 




FINANCIAL, TIMES TUESDAY MARCH 24 1998 ★ 


23 


Three bidders 

short-listed in 

CIC sell-off 


By Andrew Jack hi Paris 

CIC, the French state- 
controUed regional banking 
group, is set to be valued at 
more than FFriSbn l$ 2 Sbn) 
as a result of bids above 
' expectations for its privatisa- 
tion. 

Yesterday, Banque Nat- 
ional* de Paris (BNP) and 
Credit Commercial de 
France, two of the five bid- 
ders for CIC, were rejected 
by the state privatisation 
commission overseeing the 
sale of 67 per cent of the 
capital. 

The decision, believed to 
have been made solely on 
the basis of price, clears the 
way for three finalists to 
exam ine confidential CIC 
financial information in a 
“data room" to be open 
tomorrow and on Thursday. 

ABN Amro, Society Gener- 
ate and Credit Mtrtuel will 
all have the chance to 
increase their own bids after 
examining the data, and 
ahead of a deadline for 
revised tenders on April 3. 

The two rejected candi- 
dates were informed over the 
weekend, and BNP yesterday 
made public the fact that its 
offer valued 100 per cent of 
CIC at more than FFrl6bn. 
Those that remain in the 
running are believed to have 
offered considerably more. 

BNP was the only candi- 
date retained by the privati- 
sation commission in a pre- 


vious attempt to sell CIC tn 
late 1996, at which stage it 
made a bid of FFriobn. The 
process was subsequently 
abandoned. 

The rejection 'of the BNP 
bid represents a severe blow 
for the bank's manarompiit 
which has faffed to realise a 
number of its recent planned 
objectives, including the pre- 
vious CIC bid anil a proposed 
merger with the insurer 
UAP and the finanriai an d 
industrial holding company 
Suez in 1995. 

However, Jean-Laurent 
Bonnafe. BNP director of 
strategy, said the bank was 
only willing to acquire the 
additional French market 
share that the CIC acquisi- 
tion would have “if the price 
was reasonable''. 

Charles de Croisset. chair- 
man of CCF, which is 
believed to have bid a little 
above FFrl5bn, also 
expressed his “disappoint- 
ment" at the rejection. 

The bank's executives are 
believed to have been frus- 
trated that the decision was 
based only on price and did 
not take into account their 
proposals to respect the 
regional identity of the hank . 

The French government 
stressed that the second 
stage - which should lead to 
a decision on the winning 
candidate by mid April - 
would take into account 
social and strategic dements 
in the bids. 


COMPANIES & FINANCE: EUROPE 


Sense of dejai vu grips Credit Lyonnais 

Dispute over state aid to the French bank has flared up again, writes Andrew Jack 



Jean Peynsievade: bank foatfway* to meeting asset sates target 

increase “in a rather signifi- 


I f history has a habit of 
repeating itself, it .does so 

in rapid cycles at Credit 
Lyonnais, the French state- 
owned bank still stru ggling 
to shrug off the shackles or 

heavy losses incurred In the 
early 1990s. 

In autumn 1994, the bank's 
first-balf results were 
delayed as last-minute dis- 
agreements stalled the 
approval of a government- 
backed rescue plan. Three 
and a half years later, the 
feuding continues and a 
final plan is still not yet 

Last Thursday, Credit 
Lyonnais went ahead with 
the publication of its 1997 
results, which showed a 
steady increase in its under- 
lying performance, strong 
productivity improvements, 
comfortable provisions for 
the Asian crisis and net 
income of FFrl.lbn ($179m). 
But one hoped-for element 
was missing: confirmation 
that the existing, burden- 
some state rescue plan had 
been restructured. 

The bank's detailed figures 
were entirely overshadowed 
by the continued tensions 
over modifications to the 
plan. Karel Van Miert, the 
EU competition commis- 
sioner, issued a statement 


shortly after the results were 
published arguing that 
figures were “illegal”. 

The reason for the ten- 
sions is that a new version 
of the rescue plan has not 
been formally agreed by 
Brussels, yet Crtdit Lyon- 
nais' results already antici- 
pated the changes it would 
make - with the most nota- 
ble effect being to cut 
FFr3bn off its costs last year. 

The figure represents the 
charges to t>w ba nk of finan- 
cing a FFrikSbn loan it was 
forced to make to CDR, the 
state-backed vehicle which Is 
selling assets removed from 
the hank’s balance sheet as 
part of the original plan. 
Credit Lyonnais receives 
interest at below-znarket 
rates on this loan. 

The French government is 
accused of dragging its feet 
over its proposals for a 
revised plan. It suggests that 
Brussels is demanding condi- 
tions which could jeopardise 
the bank's future. The situa- 
tion is complicated by the 
apparent personal antago- 
nism between Mr Van Miert 
and Jean Peyrel evade, Credit 
Lyonnais chairman. 

Ironically, the neutralisa- 
tion at tins penalising loan is 
not at the centre of the dis- 
pute over changes to the 


plan. It seems all but certain 
that it will be scrapped. Two 
principal questions appear to 
be outstanding: tbe level of a 
new cap on state aid. and the 
asset sales to be demanded 

in ^vchang p. * 

The original plan was 
capped by the commission at 
FFWSbn. An emergency sup- 
plementary FFr4bn was 
granted last year. But esti- 
mates for the ultimate cost 
to the French ta xp ayer now 
range from FFrSObn to 
FFrI90bn - and it seems 
unlikely that Mr Van Miert 
can prevent further state 
aid. 

H is demand for new asset 
sales conditions is also 
problematic. The 1995 
plan already stipulated that 
85 per cent of Credit Lyon- 
nais’ European “commercial 
presence” outside France 
should be cut by the end of 
1998. The figure was 
increased to 50 per cent in a 
secret letter sent by the then 
minister of finance. 

Mr Peyrelevade argues 
that Credit Lyonnais is 
“halfway” towards meeting 
the higher objective and 
“Optimistic” about mmeariing 
it by the end of this year. 

Officials in Brussels 
express scepticism. Tbe 


bank's remaining subsid- 
iaries. including Belgium 
and BfG in Germany, are on 
their hit list. They are also 
arithmetically necessary, to 
meet the requirements of the 
1995 plan. 

Mr Van Miert has also 
called for a swift, transpar- 
ent privatisation. Yet the 
existing plan already set a 
deadline of 2000, and Brus- 
sels' powers to intervene In 
the way the sell-off is struc- 
tured are limited. 

The commissioner wants a 

one-step sale. The bank's 
executives prefer a two-stage 
process, with an initial 
recapitalisation this autumn 
provided in exchange for tbe 
entry of three or four 
“friendly” investors ahead of 
a full sell-off In title subse- 
quent months. 

French officials hope a 
revised plan will be agreed 
within the next few weeks. 
In tbe meantime, Mr Peyrele- 
vade has made efforts to 
the recent rapid rise in 
tbe bank's non-voting “certi- 
ficats d’investissement” 
ahead, of a sale. 

Re warned last week that 
tbe current price did not 
appear to reflect the continu- 
ing financial penalties 
imposed on Credit Lyonnais 
under the plan such 


as a “special dividend” - 
amounting to FFr850m last 
year - paid to tbe French 
government, let alone their 
lack of voting rights. 

But he also argued that 
the bank was currently 
worth between FFr25bn and 
FFr35bn, and within the 
next two years that should 


cant wajr. 

With the new plan 
resolved, future investors 
will again begin to concen- 
trate on the strongly 
improved underlying figures 
released last week and 
neglected in the subsequent 
dispute. 


RWE Performance Profiles 
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ITALIAN BANKING 


San Paolo net profits 
slide 72% to L168bn 

lstituto Bancario San Paolo tS Torino, Italy’s largest commercial 
bank planning to merge with IMI, the Rome banking group, yes- 
terday said net group profits last year plunged 72 per cent to 
L168bn ($93m) from L603bn in 1996. 

Tbe sharp fall reflects write-downs and provisions totalling 
L2,300bn largely on property Joans and assets which the bank 
disclosed last month. These measures led to a decline in perent 
company profits to L53bn in 1997 from L517bn in 1996. 

Group profits were depressed by a 57.3 per cent fall in eam- 
— - inga-from-financial- market operations to L431bn-last year after the- 
'■ exceptionally high level of the previous year, San Paolo said. 

Tbe bank reported that interest margins had improved In the 
first two months of this year, it also announced the payment out 
of its reserves of a dividend of L1 10, sharply lower than the previ- 
ous year's L280. Paul Betts, NElan 


STEEL 

Usinor buys out Lutrix 

Usinor, the French steelmaker, is reinforcing Its presence In Italy 
by acquiring from the Lucchin) group the 51 per cent of Lutrix It 
does not already own. Lutrix holds nearly all the capital of La 
Magorta d‘ Italia, an important participant in the transformation of 
flat carbon steel products in Italy with annua! turnover of about 
S470m. 

The acquisition Is far an undisclosed sum believed to be In the 
region of SlOOm. 

The French company said the move was part of a strategy of 
strengthening Its downstream operations. Upon completion of foe 
transaction, it said its subsidiary Sollac would represent with its 
partner Magneto an annual potential for transformation, finishing 
and distribution of more than 2m tonnes of flat carbon steels In 
Italy. 

Sollac already owns AJessto Tub!, a small welded tubes com- 
pany, and Franchlni, a sled service centre. David Owen. Paris 


Looks like 


an interesting family. 



RWE has been using its financial resources 
and expertise to buifd a first class portfolio 
of subsidiaries that promises continued 
solid performance in the future. 


INVESTMENT BANKING 

DU hires UBS veteran 

Donaldson, Lufkin & Jenrette. the US Investment bank Indirectly 
controlled by the French insurer Axa, has hired Hector Sants from 
UBS to be global head of international equities, a new London- 
based position. 

Mr Sants, veteran head of equities in London for Union Bank of 
Switzerland and its UK stockbroker Phillips & Drew, had been 
named co-head of European equities for Warburg Dillon Read, 
the investment banking subsidiary of the merged UBS and Swiss 
Bank Corporation. His appointment Is the first by DU in its effort 
to build a London-based equities operation. Clay Harris 


FOOTBALL CLUB FLOTATION 


Stellican in writ against Enic 

The two UK investment companies that took over Vicenza test 
year have fallen out and the Italian football dub has dropped its 
immediate plans to float 

Stellican, a London-based investment company that led the 
takeover In July, has issued a writ against Ente. foe Inv^nerrt 
trust Whose biggest investor Is the Bahamas-based British billion- 
aire Joe Lewis. .. . , 

Stellican said Ente decided against the move to foe 
after shareholders had agreed to foe flotation and the board had 
^ cKoUcto and appointed Rothschild as the global 
^rtllStor. chief executive of P^ngton, foe UK 

aJassmaksr, had become president of foe club 

it to the market Stellican bought Vicenza from a 

bankrtflstey court for £8m {513.3m) lr > June _ 

Bile denies having committed itself to a flotation. 


Our family of companies is weil worth 
looking at. It includes such well known 
names as Heidelberg, a market leader Tn 
high-tech printing systems, HOCHTIEF, 
a major international force in airport 
construction and management, and 
C0NDEA, which ranks among the foremost 
producers of base chemicals for detergents 
and cosmetics worldwide. As Europe's 
largest private energy company, RWE 
Energie is already well positioned for 
the newly liberalized energy market. But 
that's only part of our corporate story. 


Carefully shaping our portfolio, we are 
focusing on companies that are among 
the leaders in their respective fields. 

We are also investing In future-oriented 
technologies such as telecommunications, 
another area in which RWE stands 
to benefit from European liberalization. 
Our portfolio Is solid and dynamic. 

Portfolio optimization Is only one way in 
which we are enhancing RWE's attract- 
iveness to investors. The restructuring of 
our shareholder base is another. This 
increases RWE's appeal In international 
financial markets. Take a closer look at 
our family. 

RWE AG, Opernplatz l, D-451Z8 Essen 
Fax: +49201/12-15361 
Internet: http://www.rwe.de 




PETROCHEMICALS 


Unipetrol fells to Kcl -36bn 

i kiinotmi foe Czech petrochemicals company slated fix private- 
tion vostertiay announced unaudited net profits of Kcl 36bn 

^soforecast that 1 998 pre-tax profits would tall lion, KW.Mbn 

££pany. Wh** consolidated the Kaucuk and Chemope- 
durino the year and added H«vtot dompanaon 
into Its 1996‘s figures, estimates that tumovarose from 
u te Kc77.8bn. Robert Anderson. Prague 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Telliance, HOCHTIEF JFtVtfE The GrOUp That KnOWS HOW. 
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COMPANIES & FINANCE: A SIA-PACIFIC ± 

INSURANCE AUSTRALIAN GROUP TELLS REGULATOR EXISTING RULES WILL LEAVE I T AT DISA DVANTAGE AF TER LISTING ; 

AMP asks permission to hold own shares 


FINANCIAL TIMES TUESDAY MARCH-24 


By Gwen Robinson is Sydney 

AMP, Australia's largest 
fund management and insur- 
ance group, is seeking per- 
mission to hold its own 
shares after its planned June 
listing on the Australian 
Stock Exchange. 

The group has argued 
before the Australian Securi- 
ties Commission that it 
would be seriously disadvan- 
taged in what will be one of 
Australia’s largest Initial 
public offers, according to 


commission officials - 

The country's corporations 
law currently prohibits com- 
panies from investing or 
dealing in their own shares. 
Regulations also prevent 
companies from providing 
finan cial assistance related 
to the acquisition of their 
own shares - a further 
obstacle For AMPs consider- 
able fund management and 
financial services business. 

With a market value that 
analysts estimate at about 
A$15bn (USSlObfl), AMP will 


be one of Australia's largest 
listed companies when it 
floats, accounting for about 3 
per cent of the benchmark 
All Ordinaries index and 
boosting the insurance sec- 
tor to about 5.5 per cent of 
the index. AMP has told reg- 
ulators it would be disadvan- 
taged against rival fund 
managers if it cannot hold 
AMP shares in its portfolio. 

Analysts have already pre- 
dicted that demand for AMP 
shares will outstrip supply, 
as the majority of the 


group's policyholders are 
likely to hang op to their 
stock. That may leave as 
little as 12 per cent or less of 
AMP available for institu- 
tional and retail investors. 

AMP demutualised earlier 
this year after the group's 
policyholders voted last 
November to allow conver- 
sion into a shareholder- 
owned entity. A prospectus 
for the initial public Offer is 
due next month. 

Australia's securities regu- 
lators have been moving to 


simplify corporations law, 
but are unlikely to ease 
restrictions to the extent 
requested by AMP, analysts 
said. 

Other large investors, 
including fund managers 
and institutions, fear that if 
AMP were allowed to trade 
its own shares, it would 
worsen the shortfall of stock 
and add to their difficulties 
in gaining allocations. 

Insurance stocks have ben- 
efited from AMP’s impend* 
mg listing, not least through 


AMP's recent moves to 
increase its wei ghting in the 
sector with the purchase of 
stocks in rivals such as 
National Mutual Holdings 
and Colonial. 

In a further step to posi- 
tion itself fbr listing. AMP 
has been lobbying the securi- 
ties commission for a merger 
of the banking and insur- 
ance indices. The bankir^r 
index has grown in tbe past 
year and now' represents 
about one-filth of the All 
Ordinaries index. 


Japanese life 
groups mull 
property return 


By GBfian Tett In Tokyo 

Several of Japan’s Largest 
life assurance companies are 
considering investing in the 
country's property industry 
for the first time since the 
sector crashed. 

Nippon Life, the largest 
life assurance company, said 
it was hoping to invest 
Y370bn ($2-8bn) in new prop- 
erty projects during the next 
10 years, while Meiji Mutual, 
the fourth largest life 
assurer, said it was planning 
to invest about Y50bn a year 
over the next few years in 
property. 

Sumitomo Life and Asahi 
Mutual, two other large life 
assurance groups, confirmed 
they were considering prop- 
erty investments. 

Life assurers have gener- 


ally refrained from investing 
in property in recent years 
because of the weakness of 
the market but the invest- 
ments would provide a wel- 
come boost to the property 
sector, which has been in a 
slump since the collapse of 
the 1980s asset bubble. 

Property prices have been 
failing steadily for six years, 
leaving prices in Tokyo some 
TO per cent lower than their 
peak during the bubble. 

More data on recent price 
trends are due to be pub- 
lished tomorrow. This is 
expected to show that the 
price fails have continued, 
albeit at a slower pace. 

However, in recent months 
investors have begun to 
hope the market has bot- 
tomed out, and some life 
assurance companies In par- 
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Rothschild to advise iapm 
on debt restructuring -mm 

Sooth Korea’s Haifa Group.wfflcb waatbankm ptto 
December, said yesterday said It had appointed ■+. 

the US investment bank, to help it rastrucutro ^ 

debt. Haslla said 

Haifa is expected to sell. the facilities of Mandq 
ery, Korea’s largest car parts companyvto fmejpjpve&r, 
tore GM Delphi and DelcoReany of theTJS/ - - 

Lucas Varfty of the UK and Valeo of France, it is wgoflav^^; 
ring with oversees investors fbr stakes in its shtyAmQfflng. . L 
and cement businesses. - ' . 

The collapse of Haifa, Korea’s 12th largest ctm0tsmwara,v : i^^i^ 
was caused by large investments in buDdihg anew shto- .. 



Tokyo property has regained its attraction for several of Japan's biggest fife assurers 


ticular have started to con- 
sider property investments 
again. 

“After the bubble economy 
years we had basically 
refrained from new real- 
estate investments.” Nippon 


Life said yesterday. “But 
with the fall in land prices 
the expected yields on real- 
estate investments have 
become higher than other 
investment schemes." 

However. Minoru Mori, 


president of Mori Building, 
one of Japan's largest prop- 
erty companies, yesterday 
said he did not expect a 
rapid flood of interest among 
Japanese or foreign inves- 
tors. 


“I think that Meiji and 
Nippon Life are exceptions 
to the role, because we see 
that Japanese corporations 
have been finding it hard to 
mato any new investments,” 
he said. 


Sector seen as ripe for foreign participation 


By Christopher Adams, 
tasarance Correspondent 

Foreign participation in 
Japan's life assurance sector 
is likely to accelerate as a 
result of Asia’s financia l cri- 
sis, according to industry 
analysts, who say several of 
the country's mutually 
owned insurers may seek 
formal ties with more 
strongly capitalised foreign. 
Investors. 

Analysts have identified . 
several potential acquisition 
targets in the sector. While 
the bigger, better-capitalised 
companies are well shielded 


against the economic tur- 
moil, others may be vulnera- 
ble. In addition to Toho, ana- 
lysts say, Chiyoda Mutual 
Life, Kyoei Life, Nippon Dan- 
tai Life and Daihyaku 
Mutual Life could benefit 
from linking with a strong 
overseas insurer. 

The problems facing 
Japan's life assurers have 
multiplied, as the diminish- 
ing value of investment port- 
folios has made it diffi cult to 
meet payments guaranteed 
to policyholders. 

According to Moody's, the 
US ratings agency, a 
protracted period of low 


domestic interest rates 
means the aggregate credit- 
ing rate on the industry's lia- 
bilities exceeds the yield on 
its assets. As the rate of 
growth across Asia deterio- 
rates. the gap between 
strong and weak companies 
is likely to widen further, it 
says. 

Many insurers* high expo- 
sure to non-performing com- 
mercial property and loans 
will also damp earnings. 
Meanwhile, expectations 
that the Japanese govern- 
ment might prevent the fail- 
ure of any life assurer have 
so far proved unrealistic: 


Nissan Mutual was allowed 
to collapse last April. 

Analysis by Jardine Flem- 
ing shows that several com- 
panies might find it difficult 
to maintain guaranteed 
returns on life policies if the 
Nikkei continues to trade 
below 17,000. Although the 
collapse of a big life assurer 
is unlikely, such an event 
could trigger another sharp 
drop in the index. This 
would exert severe pressure 
on many life assurers, many 
of which have a higher Nik- 
kei break-even level than 
leading banks. 

Japan is the world's larg- 


est insurance market. Pre- 
mium Income was 5637bn in 
1995. of which life assurance 
accounted for 83 per cent 
Domestic insurers have ben- 
efited in the past from a 
restrictive licensing regime 
that kept out competition, 
but recent moves to liberal- 
ise the market have aroused 
foreign interest. 

Axa. the French insurer, 
said last week It was consid- 
ering acquisitions. GE Capi- 
tal, the financial services 
arm of the US General Elec- 
tric group, is setting up a 
joint venture with Toho 
Mutual, a deal that gives 


Toho a badly needed source 
of income and GE Capital a 
distribution base. On Friday, 
Germany's Dresdner Bank 
and Hong-Kong based Jar- 
dine Fleming ann ounced 
their own plans for joint 
ventures in fund manage- 
ment and braking. 

Any restructuring is likely 
to be complex and time-con- 
suming. Japan's life assurers 
will probably be reluctant to 
relinquish full control to for- 
eign investors, and joint ven- 
tures or shared ownership 
may be the preferred option 
for those that decide to seek 
partners. 


Green Cross cuts forecast 

Green Cross, the Japanese pharmaceutical ^cdt^iany jhw 
cut its sales forecast for the year to end-March to Y1 liter 
($8700, from a previous forecast of YU4ton. This oo m p 
with sales the previous year of Yll2.7bn. The company' ^ ^ 
said it forecast a group net loss of Y2.6bn, compared With » 
loss of Y9.4bn last year, -after extraonlinary gains of YL4hn? V > 
from the sale of its plant. - 'r 

The company will boost reserves for fattue losses for ; 
compensation for about 200 HIV patients in connection . | ’_■£ 
with possible lawsuits arising from its involvement in sefi- 
ing HTV-tainted blood products. The company is being 7. 
replaced in the Nikkei 500 index by Tsubakimoto Chain. 

AP-DJ, Tokyo ' : 
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Daiwa, DLJ to co-operate 

Daiwa Securities of Japan and Donaldsonfcufk4fr& Jen- 
rette of the US have agreed to co-operate on offering 7 
investment opportunities in the US-to Japanese individual-^ 
investors in Japan. ^ >■ " - ■. v: ^ 

The two hope to launch the services* MBdy«sfiea£t '^ 
month. Individual investors will open ^ accda^ ^ a' /- ; - 
Daiwa subsidiary in the OS where their money ^ 

invested in trust funds, shares, bonds ardothec in&tra- ’ ; 7 
merits. The partners are considering- turning such accounts 
into “wrap accounts", permitting investors to carry out a - 
range of banking and securities transactions froma single' 
account AP-DJ, Tokyo ^ 


Japan’s medium brokers warn of losses 


'.V . 


By Span Tett 

Japan's medium-size brokers 
have warned they will report 
pre-tax losses of at least 
Y44bn ($337m) in the 1997 fis- 
cal year. 

The losses reflect the 
recent weakness of Japan's 
stock market and growing 
competition among the bro- 
kers. the companies said. 

This highlights the intense 
business pressures now oper- 
ating on the brokerage sec-- 
tor ahead of the country's 
planned “Big Bang" deregu- 
lation. 

The pressures are likely to 
increase from next week, 
because Japan will on April 
1 liberalise fixed brokerage 
commissions on trades 
worth more than YSOm. 


The liberalisation of com- 
missions is regarded as one 
of the main reforms of the 
Big Bang programme, since 
it will inject a new burst of 
competition into the broker- 
age sector. 

However, it is likely to 
hurt the earnings of the 
medium-size brokers, since 
these companies depend on 
commissions for their 
revenues. 

Analysts are currently 
forecasting that liberalisa- 
tion could reduce commis- 
sions by between 30 per cent 
and 50 per cent. 

This, in turn, has fuelled 
expectations that the sector 
could soon see consolidation, 
as weaker companies are 
forced to merge or close. 

Over the last year a num- 


ber of smaller brokers have 
already merged. Sanyo Secu- 
rities, Japan’s seventh larg- 
est broker, and Yam aJ chi 
Securities, the country's 
fourth largest collapsed last 
November. 

Several of Japan's 10 
so-called “second tier" bro- 
kers have posted losses In 
recent years. However, in 
recent days many companies 
have warned that they will 
also post larger-t ban- expec- 
ted losses in the 1997 fiscal 
year. 

New Japan expects to post 
a pre-tax loss of Y5bn, while 
Okasan expects a pre-tax 
loss of Y4bn and Yamatane a 
pre-tax loss of Y3bn. Kan- 
kaku is forecasting a loss of 
Y16.4bn, Wako Y7bn, Cosmo 
Y2.5bn and Dai-Ichi Y5.5bn. 


The three other second- 
tier brokers have not yet 
revealed their forecasts. 
However, four small brokers 
- Taiheiyo. National, Mito 
and Toyo - yesterday also 
said they would post a loss 
in fiscal 1997. Only Marusan 
Securities said it would post 
a profit 

The brokers blame the 
poor results in part on the 
fell in the stock market over 
the last year. 

However, the results also 
reflect a recent fall in cus- 
tomer numbers. 

In particular, the collapse 
of Yam ai chi and Sanyo left 
some Japanese investors 
deserting second-tier brokers 
because of fears about their 
financial strength. 

In addition to this, foreign 


1997 


groups have been winning 
market share from Japanese 
brokers. 

A separate sign of this 
emerged in a survey by 
Japan's Nikkei newspaper, 
which showed that foreign 
brokers were now considered 
to have better research s kills 
than most Japanese groups. 

The survey, which was 
conducted earlier this year 
and covered 744 Japanese 
and 161 western fund man- 
agers. showed Nomura Secu- 
rities was considered to have 
the best research skills. 

The next best were the US | 
houses Merrill Lynch, Mor- 
gan Stanley, Goldman Sachs 
and Salomon Brothers. 

Overall, foreign brokers 
took seven of the top 10 
positions. 


NET SABS v 








illllii® 



Cheng succeeds Au at Hang Seng Bank 








By Join Ridding hi Hong Kong 

Hang Seng Bank, the Hong 
Kong subsidiary of HSBC 
Holdings, yesterday 
announced the appointment 
of Vincent Cheng, executive 
director of Hongkong Bank, 
as acting chief executive and 
vice- chair man following last 

week’s resignation of Alex- 
ander Au. 

Mr Au's move to Standard 
Chartered, one of HSBC’s 
main rivals in Asia, was 
seen as a blow to Hang Seng, 
leaving the bank without an 
obvious successor. 


Mr Cheng's appointment 
was interpreted by banking 
analysts as a temporary 
measure. It follows last 
year's appointment of David 
Eldon, chief executive of 
Hongkong Bank, as chair- 
man of Hang Seng Rmlc. 

The appointments have 
been viewed as a move by 
Hongkong Bank to take 
closer control of Hang Seng, 
its 62 per cent-owned subsid- 
iary. But Mr Cheng said yes- 
terday that there were no 
plans to change strategy. 

“There will be no major 
changes," he said. “Hang 


Seng Bank has performed 
very well and I will work 
with the management to 
continue its growth.” 

Mr Cheng emphasised his 
appointment did not signal 
the bank's operations would 
be folded into those of its 
parent 

While appointed as acting 
chief executive, Mr Cheng, 
said there was no set time- 
table to determine the 
long-term arrangements at 
the bank. “I think they 
regard him as the best candi- 
date while they think about 
how to proceed with future 


p lans ," said the banking ana- 
lyst at one European invest- 
ment bank. 

Mr Cheng, 49, is already 
familiar with Hang Seng 
Bank, having held the posi- 
tion of managing director 
since 1994. 

Apart from his banking 
appointments, Mr Cheng has 
held prominent political 
posts in Hong Kong. 

Between 1995 and 1997 be 
sat on the Executive Coun- 
cil. the territory’s highest 
policy-making body. He was 
also a Hong Kong affairs 
adviser to Beijing ahead 


of last year's transfer of 
sovereignty. 

Mr Cheng is a director of 
Great Eagle, a prominent 
Hong Kong property devel- 
oper. and the Kowloon Can- 
ton Railway Corporation. 

Hang Seng Bank last 
month said it had doubled 
its calculations for general 
provisions because of the 
Asian financial crisis, 
from which it has so Car 
emerged relatively 
unscathed. 

Net profits at the bank last 
year rose 10.3 per cent to 
HK$936bn (US$1 ^bn). 
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mill 


By Gwen Robinson bi Sydney 

An Feng Kingstream Steel, 
one of Australia's largest 
steel companies, bag chosen 
a consortium led by Mannes- 
mann Demag of Germany, to 
develop its A$1.4bn 
(US$930m) iron and steel 
Plant at Geraldton, Western 
Australia. 

An Feng said the consor- 
tium WOUld supply plant and 
equipment and arrange 
finance for the steel mill 
from a syndicate of German 



Preliminary work cm the 
site has already started fol- 
lowing environmental 
approval from the federal 
and WA state governments, 
said Nik Zuks, An Feng 
managing director of Austra- 
lian operations. Construc- 
tion was expected to begin in 
the September quarter. 

“The project is competitive 
on a worldwide basis in 
terms of capital and operat- 
ing costs, such that it sits 
well within the lowest 
quart lie cash production 
cost,” Mr Zuks said. 


An Feng recently signed 
15-year gas supply deal for 
the project with Apache 
Energy Australia and a gas 
transportation deal with 
Epic Energy, a US-controlled 
group that paid A$2.4bn this 
month for the state's Dam- 
pier-to-Bunbury natural gas 
pipeline. The 1,530km pipe- 
line, which was built by the 
state government in 1984 to 
transport natural gas from 
WA's Offshore and onshore 
fields, has been described as 
“Australia’s premier energy 
asset”. 


An Feng recently 
announced an exclusive 
arrangement on iron ore 
m i nin g and transport with 
Leighton Holdings, shortly 
after the state government 
approved the construction of 
a deepwater port at nearby 
Oakajee. The state has called 
for submissions by July on 
proposals to develop and 
operate it. 

An Feng said it had alcn 
reached agreements with 
TransAlta Energy and ABB 
to develop a 470MW power 
station to supply the project. 


The timeframe for the 
steel mill projects bad 
increased confidence that An 
Feng would meet its produc- 
tion deadline of end-2000, Mr 
Zuks added. 

“It’s a big step forward for 
a project of this nature to be 
able to deliver to the econ- 
omy AJ2.7bn worth of invest- 
ment capital." he said. 

The consortium led by 
Mann es man?! also includes 
Ferros taal, a subsidiary of 
the engineering group MAN. 
and Svedala Industries of 
Sweden. 
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PHOTOGRAPHIC PRODUCT S US GROUP RAISES STAKES IN BATTUE WITH FUJI OF JAPAN 


Kodak reveals $Ibn China investment 



NEWS DIGEST 


INVESTMENT BANKING 


By Hicham Waters in New YorK 


Eastman Kodak yesterday 
disclosed plans to spend 
$lbn in China in an aggres- 
sive attempt by the US pho- 
tographic products company 
to shake off its slumping 
domestic market share by 
ploughing investment Into 
faster-growing countries 
overseas. 

The investment plan is the 
most ambitious step 
announced by George 
Fisher, Kodak chairman, 
since the company ran into 
difficulties a year ago. What 
began with a downturn in 
revenues from emerging 
markets, including China, 
turned into a rapid slide in 
Kodak's share of the US col- 
our film market, which now 
stands at around 65 per cent. 

Mr Fisher has said, 
though, that Kodak will not 


be deflected from its longer- 
term investment plans, par- 
ticularly in digital photogra- 
phy. while it pushes through 
a broad restructuring and 
sought to patch up its bot- 
tom line. 

Hie Chinese investment, 
to be made over the next 
three to five years, repre- 
sents a large slice of a capi- 
tal spending budget put by 
Mr Fisher at between' $lbn 
and $l-5bn a year. Hie main 
intention is to boost Kodak's 
presence in China, though 
extra capacity for making 
film and photographic paper 
may also turn China into “a 
regional source of product'’, 
he added. Besides in the US, 
Kodak makes film and paper 
in Australia, Canada, 
Mexico. France and the UK. 

China has already become 
an Important battleground 
in Kodak's battle with Fuji. 


its Japanese arch-rival, for 
worldwide market s ha re. 
The US company rtaimc to 
have doubled its market 
share there in the past three 
years, to a position where it 
is running neck-and-neck 
with Fuji 

That has turned China 
from Kodak’s 17th biggest 
market to a position where, 
this year, it win be second 
behind only the US, with 
sales of more than $200m. Mr 
Fisher said. In a reference to 
Kodak’s long-running battle 
to have Fuji’s domestic mar- 
ket opened to greater inter- 
national competition, he 
added: “The Chinese market 
imHfcp t he Japanese market, 
is open to us." 

Under the plan announced 
yesterday, Kodak said it had 
talcum controlling stakes in 
two newly formed companies 
- 80 per cent in Kodak 


(China) and 70 per cent in 
Kodak (Wuxi). These compa- 
nies will assume the 
operations of three existing 
Chinese manufacturers. 
Kodak said it would then 
invest more in the coming 
years to improve the compa- 
nies' technology, add to their 
capacity and expand their 
distribution and marketing. 

While he acknowledged 
that difficult economic can- 
ditlaas in fThiVin mi ght dis- 
rupt the steadily soaring 
demand fur colour film tem- 
porarily, Mr Fisher said the 
investment plan was based 
on a long-term belief in the 
Chinese market, nhina had 
involved “stops and starts as 
far as revenue generation 
goes”, said Mr Fisher. That 
included a slowdown in sales 
that contributed to Kodak’s 
weak first-quarter perfor- 
mance a year ago. 



Arch secures Arco coal assets 


Donohue buys 
$450m of plant 
from Champion 

By Scott Morrison to Toronto 


By Wdd Taft in Chicago 


Atlantic Richfield, the US 
energy group, said yesterday 
that “various issues” had 
derailed the sale of its coal 
assets to the privately-owned 
Beacon Group and led it to 
strike a $l.i4bn deal with 
Arch Coal instead. 

Earlier this month, Arco 
announced it was entering 
into exclusive negotiations 
with Beacon, but said yester- 
day that the two-week period 
had expired with Beacon 
saying it was not interested 
in the terms which the two 
sides had been able to nego- 
tiate. 

Arco declined to elaborate, 
on the problem issues, but 
price is thought to have been 
one of the factors. 


By Scott Mo rri so n n Toronto 


CanWest Global Commun- 
ications, the Canadian 
broadcaster, has launched a 
C$650m (US$458nO takeover 
bid for Western Interna- 
tional Communications, a 
week after WIC’s controlling 
shareholder agreed to sell 
out to two CanWest rivals. 

CanWest, which already 
owns 35 per cent of W1C, 
said it would pay C$39 a 
share for the remaining 65 
per cent of the company. 


The business will be sold 
to Arch, the quoted St Louis- 
based coal producer. 

This will make Arch the 
second largest coal company 
in the US after Peabody 
Coal, which is owned by the 
UK's Energy Group. 

Arch's annual sales of coal 
win be close to 110m tonnes, 
or about 10 per cent (ft the 
total US coal supply. 

Annual revenues will be 
about $2bn. 

Hie assets being sold by 
Arco include the Black 
Thunder mine, the largest 
single coal mine in the US, 
with annual production of 
37.7m tonnes last year; the 
Coal Creek mine in Wyo- 
ming; and the West Elk mine 
in Colorado. 

The deal also includes 


The sale last week by 
WIC's controlling Griffiths 
family of Vancouver left 
CanWest with a block of 
non-voting shares while two 
smaller rivals, the Allard 
family and Shaw Communi- 
cations, assumed control of 
WIC’s limited number of vot- 
ing shares. 

Canadian broadcasters 
have been jockeying to con- 
trol an ever-larger segment 
of the country's airwaves. 
They were once limited to 
regional concessions, but 


Arco’s 65 per cent interest in 
Canyon Fuel Company, a 
joint venture with Japan's 
Itochu, which owns three 
mines in Utah. 

The Arco coal division 
maria a profit of $5lm last 
year, on sales of $537m, and 
has estimated reserves of 
1.3bn tonnes. 

As part of the deal. Area’s 
Wyoming operations will be 
combined with those already 
held by Arch into a joint 
venture to be called Arch 
Western Resources. 

Arch will own 99 per cent, 
with Arco retaining a l per 
cent interest 

Arco said that the sale, 
which has been pending 
since last year, would not 
have a material impact on 
profits in 1996. 


deregulation by federal 
authorities has prompted 
broadcasts^ to encroach on 
each others' turf 

CanWest's C$39 a share 
offer was the same as Shaw 
paid last week. It was not 
immediately clear how 
shareholders would respond, 
but CanWest said its bid was 
not conditional upon a mini- 
mum number of shares 
being tendered. 

In a move parallel to the 
takeover bid, CanWest said 


It also confirmed it was 
still looking to sell its Aus- 
tralian coal b usiness , which 
includes joint venture inter- 
ests in the Curragh, Gordon- 
stone and Blair Athol coal- 
mines in Queensland, as part 
of a full withdrawal from the 
coalmining business. 

The Arco disposal is the 
latest in a series of 
transactions in the US 
coalmining sector, which has 
seen the business 
consolidate and has led to 
the emergence of new 
groups such as Beacon. 

Much of thifl the shake-up 
has been attributed to the 
deregulation of the electric- 
ity sector, and the gradual 
move away from long-term 
supply contracts in the 
industry. 


authorities for the right to 
convert its non-voting shares 
into voting shares. Last 
week’s deal had been 
referred to as one of histo- 
ry’s “great rip-offs of minor- 
ity shareholders”. 

WTC owns nine television 
stations and a dozen radio 
broadcasters across the 
country. CanWest owns Can- 
ada's third largest TV net- 
work and controls television 
and radio broadcasters in 


Donohue, the Canadian 
forest products company, 
has responded to consolida- 
tion pressures in the North 
American pulp and paper 
Industry by acquiring two 
Texas mills anri three recycl- 
ing plants from Champion 
for USfffiQm. 

The acquisition will 
increase Donohue's news- 
print capacity from 1.5m 
tonnes to more than 2.3m 
frames a year, making it the 
second largest newsprint 
producer in the US. Dono- 
hue's purchase follows the 
recent acquisition of Cana- 
da’s Avenor by Bowater, the 
US newsprint and pulp pro- 
ducer, for C$3. 5bn 
(US$25bn). 

Both transactions reflect 
growing pressure for consoli- 
dation in North America’s 
fragmented pulp and paper 
industry, which must con- 
tend with increasing compe- 
tition from low-cost produc- 
ers in the southern 
hemisphere and European 
companies recently strength- 
ened by mergers and acquisi- 
tions. These trends have put 
pressure on US and Cana- 
dian companies to improve 


economies of scale, reduce 
distribution costs and regu- 
late output, 

Donohue will acquire the 
Lufkin newsprint mill and 
the Sheldon newsprint and 
speciality papers mill, which 
have a combined production 
capacity of 875,000 tonnes. 
The deal also includes three 
recycling plants that will 
enable Donohue to increase 
its volume of newsprint from 
recycled fibre. 

Champion, which speci- 
alises in uncoated free sheet 
paper, had announced its 
intention to sell its news- 
print assets. Under the 
agreement. Champion will 
continue to provide fibre for 
the mills . 

Michel Desbiens, Donohue 
chief executive, said the 
acquisition was financially 
sound and would mate an 
immediate contribution to 
his company's earnings. 
Analysts -said the purchase 
price was low, but it was not 
immediately clear how much 
Donohue would need to 
invest to modernise the age- 
ing mills . 

The assets give Donohue a 
foothold in the US and serve 
as a platform for exports to 
Mexico and South America. 


yesterday it would appeal to 


Australia. New Zealand and 
Northern Ireland. 


CanWest in C$650m WIC bid 
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Goldman Sachs rises 
13 % to quarterly record 

Goldman Sachs, WaH Street's largest remaining partnership, 
yesterday reported pre-tax earnings eft $ 1 . 02 bn lor the first quar- 
ter of 1998, Its highest quarterly result and a 13 per cent increase 
on last year. Goldman’s revenues for the three months to Febro- 
ary 27 were $2.47bn, a 26 per cent increase on the SljBBbn 
achieved In the same quarter last y oar. However expenses grew 
36 per cent, from $1.05bn to $1-45bn. 

The firm said its strong first-quarter performance was driven 
primarily by trading and Investment banking, particularly mergers 
and acquisition advice work and underwriting. 

Ottoman's results are keenly watched on Wall Strew as they 
are seen as a bellwether for the performance of other Investment 
banks and securities houses. In the fourth quarter of 1997, Gold- 
man's earnings were hit by the turmoil in the Asian markets, her- 
aiding airrtlar disclosures from other investment banks. However, 
in Ihe first quarter of 1998. ft appears to lave been untroubled by 
Asian turbulence. 

“Our financial performance last year, together wfth the strong 
results of the first quarter, dearly demonstrate the effectiveness 
of our global business strategy,” said John Thaln, chief financial 
officer. “We are Improving the performance of our core fran- 
chises, efiverstfying into new businesses, and adcflng capacity, to 
meet the Increasingly complex needs of our clients.’ 

At the end of the quarter, Goldman’s capital stood at $6-3bn, 
compared wfth $8.1 bn at November 28, the Ann’s year-end. 
Full-time permanent employees numbered 11,000, up from 
10,650 at foe year-end. WHBam Lewis, New York 


RESTRUCTURING 


Goodyear sells pipeline system 

Goodyear Tire & Rubber, the US tyre manufacturer. Is to sell Its 
All American Pipeline system, which Includes a 1 . 233 -mite crude 
oil pipeline running from California to Texas. The buyer. Plains 
Resources, an independent energy company, is paying $420m. 
AAP also includes a 45-mile crude on gathering system in foe 
San Joaquin Valley, Caftfomia. Plains Is funding foe deal with a 
mixture of bank debt and an issue of convertfole preferred stock. 

The pipeline was buffi for $1.6bn when oil prices were much 
higher. It became lossmaking for Goodyear shortly after its com- 
pletion in 1987. In the early 1990s ft was handling only about 50 
per cent of its capacity. It was one of a number of non-core 
assets earmarked for sale in the mid-199Qs, as Goodyear under- 
wait a big restructuring. But foe pipeline subsequently moved 
into the black, and Goodyear said It would sell the business only 
If ft received reasonable offers. In 1996, Goodyear wrote down 
significantly the value of the asset In Its balance sheet 
NDdtiTaft, Chicago 


MILLENNIUM ‘BOMB’ 


GM puts cost at up to $500m 

Genera) Motors, the largest of the “Big Three” US vehicle groups, 
expects to spend between $360m and $500m on ensuring that its 
systems are updated to overcome any "year 2000” computer 
problem. While the axpendftive is not huge in the context of foe 
group’s business overall, GM's disclosure, made In a fling with 
the US Securities and Exchange Commission, provides some 
measure of the extent to which manufacturing business may be 
affected by the computer problem. To date, much of public atten- 
tion in this area has concentrated on financial services companies 
and banking-related businesses. Mklti Taft 


MEXICO 


Sidek shares hit by warning 

Shares in Sidek, the troubled Mexican conglomerate, fed yester- 
day after the company warned that a BOO per cent rally In foe 
share price late last week was unjustified. Sidek 's B shares tum- 
bled 45 centavos, or 42 per cent, to 55 centavos in early trading 
yesterday after Sidek warned that it knew of “no justification" far 
the sharp increase in its share price. Analysts said the rally was 
on volume of just 5m shares, or less than $lm worth. 

Sidek shares had strged after foe company announced It 
aimed to complete a $1.9bn debt restructuring on March 27 by 
liquidating its tourism assets, valued at $1 J2bn, over the next five 
years. The sale plan leaves ft short of $700m to cover the debt 
obfigations. “Sidek does not believe significant value will be 
attributable to its equity after payment of such obligations,” foe 
company said. 

Sidek defeated two years ago in foe aftermath of Mexico's 
peso crisis. Some of its international bondholders have sought to 
halt foe restructuring plan. Bankers Trustee, a London-based affil- 
iate (ft Bankers Trust, the US bank, which Is representing foe 
bondholders, said yesterday ft would appeal a US court ruiing 
last week that favotaed Sidek. The appeal is due to be heard on 
March 31. Henry Tricks, Mexico City 


SODEXHO 


Marriott deal approved 

Sodexho A1 Ranee, foe French catering group, yesterday said foe 
merger of its North American catering business with Marriott 
Alternation aTs food service and facilities management division 
would be completed this Friday following last week’s approval of 
the deal by Marriott's shareholders. The new company, Sodexho 
Marriott Services, wfll be quoted on the New York Stock 
Exchange. Some 49 par cent of Hs shares will be owned by Sod- 
exho Affiance, 10 per cert by the Marriott famfly, and tte remain- 
ing 41 per cant will be publicly traded. 

Sodexho said the 1997-98 period would be a transitory year for 
the merged entity, but that for the following three years, earnings 
per share should increase by an annual average of 20 per cant 
Marriott Is spinning off fts hotel operations Into a new company 
that wfll retain the name Marriott international Shareholders 
agreed the deal by a large majority on Friday after Marriott 
agreed to let them vote separately on an anti-takeewer plan for 
the new company, which had threatened to become a stumbfing 
block. 

• Servico, a US hotel ownership and management company, 
said it had agreed to merge with Impac Hotel in a deal valuing 
Impac at about $11 Dm. Servico wfll assume $406m of debt The 

combined entity, to be named Lodglan, win own or manage 140 

hotels In the IB and Canada. Richard Tomkins, New York 


PHARMACEUTICALS 


Pfizer shares jump 

Shares In Pfizer jumped yesterday after the spotlight on Its candi- 
date impotence drug Vlagpa grew even brighter with a positive 
feature on Friday on the ABC News television programme 20/20. 
Pfizer shares were up $3& to $95$ In morning trade, continuing 
last week's sharp rise on ex p ectati o ns that the US Food and 
Drug Administration will this month approve the oral tablet treat- 
ment for male impotence. 

"The 20/20 report could not have been more positive even If 
Pfizer had written foe script fisetf,'' said Alex Zteson, analyst at 
Hambrecht & QtisL 

Some analysts have predicted that Viagra, if approved, would 
generate revenues of S2bn by 2001 and sales of $5bn or more in 
subsequent years. However, others say market hopes for the 
drug are overly exuberant and that a sales disappointment could 
put pressure on Pfizer stock, now trading at about 47 times prel- 
ected 1998 earnings, compared with a p/e ratio of 33 for foe drug 
group. Reuters, New York 
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COMPANIES AND FINANCE 


CONSUMER SERVICES THE £801 M TAKEOVER BID BY US-BASED CENDANT FOR NATIONAL PARKING CO RPORATION 


How a bomb was made 
out of car parking sites 

Jonathan Fond reports on the attractions of N CP to its American suitor 


Kaftmal PaittiffCaipomBoi* 


T he £80 lm ($3.3to> bid 
yesterday for National 
Parking Corporation 
(NCP) by Cendant of the US 
has brought to an end one of 
the longest-running “will 
they? won’t they?" sagas. 

The UK's largest cark park 
operator - and one of its 
most successful private com- 
panies - NCP has been 
threatening to float an the 
Stock Exchange since the 
mid-1970s. Only last Decem- 
ber it shelved its latest plans 
to come to the market, decid- 
ing instead to Spin off and 
float its Cast-growing Green 
Flag breakdown recovery 
network. With the bid, those 
demerger plans have them- 
selves now been shelved. 

Cendant has made its 
move at a shrewd time. For 
the last two years, NCP has 
been restructuring to ready 
it for flotation. 

Bob Mackenzie, chief exec- 
utive, has been scrubbing 


down NCP's 500 ageing car 
parks and installing new 
computer systems in an 
attempt to raise both vol- 
umes and margins, which 
stagnated during the 1990s. 

But even he admits the 
Cendant takeover may be 
better news for the business 
than the flotation he was 
brought into NCP to achieve. 

"There is a tremendous 
opportunity with Cendant to 
really drive the business for- 
ward," he said. 

NCP was founded in 1949 
when (now Sir) Donald Gos- 
ling, a trainee surveyor with 
Westminster council, and 
Ronald Hobson started buy- 
ing cleared bomb sites in 
town centres and offering 
car parking at 7Y,p a time. 
The founders, still joint 
chairmen, own 723 per cent 
of the shares. 

Both property men as 
much as car park operators, 
they lifeed to own the sites 


they ran. So more than 70 
per cent of NCPs sites in the 
UK are owned either free- 
hold or on long leases. 

The business flourished, as 
rising property values and 
car ownership pushed profits 
up. But in the 1990s, with 
tighter restrictions on the 
use of cars in city centres 
and the drift of retailers out 
of town, profits slipped. 

The takeover by Cendant 
could help NCP in two ways. 
The US company is not wed- 
ded to property ownership 
and can be expected to dis- 
pose of most of the compa- 
ny’s owned assets. 

This should release capital 
for much needed new 
systems, such as electronic 
point of sale equipment and 
credit card booking systems, 
which will help NCP develop 
its market. 

Although NCP estimates it 
has 3m regular customers. 
Mr Mackenzie admits the 


company is only beginning 
to understand who they are 
and, consequently, how to 
serve them better. 

Given the tightness of 
planning regulations, NCP 
believes there will be little 
chance to raise the number 
of UK sites. 

"So the objective is to get 
closer to our customers and 
get them to use the service 
more," says Mr Mackenzie. 

The founders' other legacy 
has been a string of busi- 
nesses acquired or built from 
the cash flow from the car 
parks business. The biggest 
of these is Green Flag, which 
now c laims 3.5m members. 
Its profits have surged in 
recent years. 

Cendant sees huge poten- 
tial in Green Flag. Hie US 
company already owns PHH, 
which provides services for 
company car fleets in the UK 
and bas been seeking to 
expand. “PHH has very com- 



plementary products to 
Green Flag. We see the busi- 
nesses as a great fit,” said 
John Callum, PHH presi- 
dent 

Mr Mackenzie admitted 
that when Cendant 
approached NCP earlier this 


year, he had never even 
heard of the company. 

“I had to pull out some 
Tn ftn-maHnn just to And out 
what they fid,” he says. 

Now he has done so, he 
feeds NCP has made the 
righ t choice. 


Cendant signals intent with $4.4bn purchases 


By John Anthers In New York 


Cendant is a company in a 
hurry. Fanned by azz (llbn 
(£6.6bn) merger at the end of 
last year that made it the 
world’s largest consumer 
services company, it yester- 
day announced two acquisi- 
tions. 

It will pay (3.lbn for 
American Bankers Insur- 
ance, the largest US quoted 
credit insurer, following an 
aggressive bidding war in 
which it wrested the com- 
pany away from a friendly 
merger with American 


International Group. It will 
also pay (1.3bn for Nat- 
ional Parking Corporation 
(NCP). 

Henry Silverman, the com- 
pany's chief executive, made 
clear that the timing was not 
ideal: "The opportunity to do 
each of these deals came up, 
and we couldn’t tell either of 
them that we would come 

hark in gi-g mo nths. The tim- 
ing is a coincidence. ” 

While the businesses «wn 
to have nnthing in common, 
both fit neatly into Mr 
Silverman’s ambition, which 
1b to run the world’s 


premier direct-marketing 
organisation. 

This was already clear 
from the two companies that 
merged to form Cendant - 
CUC International and HFS. 
CUC provided member ser- 
vices and direct marketing 
through discount schemes. 
These are often offered via 
credit card issuers, and 
involve shopping, travel and 
local merchant networks. 

HFS was a collection of 
franchised operations, 
including hotels, car rental 
agencies and real estate bro- 
kers. 


Its brands in the US 
include Avis car hire, 
Ramada. Howard Johnson 
and several other hotel 
chains; PHH. a vehicle leas- 
ing company; and a range of 
US real estate agencies 
including Coldwell Banker 
and Century 21. 

By the time of the merger, 
it claimed 100m customers 
used one of its services each 
year, but with minimal 
cross-selling. 

The aim of the acquisi- 
tions is to provide the mar- 
keting machinery with new 
products to sell to its exist- 


ing customers. 

This argument applies to 
both American- Bankers 
Insurance and National Car 
Parks. According to Mr sa- 

wr wMur “ This COOld give US 
significant revenue syner- 
gies. When the same cus- 
tomer pays you more, there’s 
no cost to that. All of that 
goes to the bottom line." 

American Bankers' busi- 
ness is almost exclusively 
restricted to the US, where 
the market for credit insur- 
ance — insuring c onsumer 
loans - is relatively mature. 
The opportun ity now is to 


sell it aggressively in Europe 
and Asia. 

Similarly, Mr Silverman 
behves that NCP is missing 
opportunities far cross-sell- 
ing. "About 8m people park 
in NCP every weekday - 
that's 3m sets of eyeballs. 
They will he available for 
cross-marketing.” 

Few UK car parks accept 
credit cards at present. 
Using loyalty cards, Mr Sil- 
verman thinks it win be an 
"easy win” to use NCP as a 
brand for selling other prod- 
ucts, and to gypand its net- 
work further. 


Hamleys 

planning 

£6m 

buy-back 

By Arkady Ostrovsky 

Hamleys. the specialist toy 
retailer, is planning to 
return £6m to shareholders 
via a buy-back of 10 per cent 
Of its equity. 

The group, which is diver- 
sifying away from its flag- 
ship store in London’s 
Regent Street, yesterday 
repeated a 10 per cent rise in 
pre-tax profits to £7.57m 
((12.6m) for the year to Janu- 
ary 31. 

Turnover rose 51 per cent 
from £30.Sm to £45.9m. 
including an £8. 74m contri- 
bution from Toystack, pur- 
chased last year for £8.7m. 

Operating profit before 
reorganisation costs of 
£518,000 increased from 
£636m to £8. 09m; Toystack 
contributed £951,000. Sales at 
Regent Street were flat year- 
on-year as the result of low’ 



Howard Dyer a more international brand 


Trevor Humphries 


spending by tourists from 
south-east Asia. 

Howard Dyer, chairman, 
said the company was to 
spend £7m over the next two 
years - half of it on refur- 
bishing the Regent Street 
store. The rest would be 
spent on opening new Toys- 
tack shops and upgrading 
computer tills ahead of the 
mfltannlTTm h omh , estimated 
to cost £ 1 hl 


Mr Dyer said the company 
was also looking to make its 
brand more international 
after a positive feed-back 
form its stores in the Nether- 
lands, Singapore and Saudi 
Arabia. 

The shares gained 14V4p to 
273p. 

Analysts forecast this 
year’s pre-tax profit at 
£9. 25m. putting the shares 
on a forward p/e of 88. 


Caradon to exit UK and 
US windows and doors 


By Jonathan Guthrie 

Caradon yesterday signalled 
the sale of its US and British 
windows and doors busi- 
nesses in a deal that could 
raise more than £2 40m 
((400m) for the building 
materials company. 

The operations - which 
comprise Peachtree and Bet- 
ter Blit in the US and Ever- 
est in the UK - lost money 
last year and were largely 
responsible for a drop in Car- 
adon's pre-tax profits in 1997. 

Jurgen Hintz, whb will 
become group chief execu- 
tive in May. said; "I will take 
a lot of persuading to see a 
long-term future for these 
businesses.” 

Mr Hintz, formerly chief 
executive of Camaud Metal- 
box, Europe's largest pack- 
aging business, said there 
were three reasons why Car- 
adon was considering selling 
the operations. 

He said; "They are very 
regional, the barriers to 


entry are low, and the core 
of the business is low-value 
installation, not manufactur- 
ing or marketing.” 

Overall the window and 
doer operations - which also 
include Weru, a German sub- 
sidiary - made a loss of 
£3.5m in 1997, against a 
£20.1m profit in 1996, on 
turnover 11 per emit lower at 
£497.3m. 

A revamp of the busi- 
nesses is expected to put 
them back into profit in the 
second half of ibis year, but 
its costs led to a restructur- 
ing charge of £24m. The was 
comprised of £14m in cash 
costs and £ZQm in p roper l y 
write-offs. 

As a result, in the year to 
December 31, Caradon 
reported pre-tax profits 
down 15.4 per cent, from 
£152.5m to £129 hl Turnover 
fell 18.7 per cent to £L72bn. 
Group profits were also hit 
by an £8m loss on currency 
translation. 

The US and UK subsid- 


iaries earmarked for possible 
sale have book values of 
£115m and £12 6m respec- 
tively, including net operat- 
ing assets of £55 .2m and 
£5&3m. 

This compares with a 
value of £L433m for Weru, 
which is not currently con- 
sidered for sale. 

Some analysts were scepti- 
cal whether Caradon could 
sell the US and UK busi- 
nesses far their book value. 
"Together they are probably 
worth no more than £200x0," 
said one. 

Mr Hintz said' that Cara- 
don was interested in mak- 
ing acquisitions to help it 
"achieve a European scale in 
plumbing and heating prod- 
ucts ... at the moment we 
are just a north European 
player.” The Mediterranean 
region was particularly 
attractive, he said. 

He said that Caradon 
would concentrate in future 
on plumbing and heating 
products. 
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Powerscreen is turning into a 

can of worms. The latest one 
to wriggle oat should turn 
investors* stomachs. It 

appears that Barry Cosgrove, 

Powerscreen’s finance direc- 
tor, attended a meeting on 
December 1 to discuss pric- 
ing problems at its Matte© 
subsidiary- The first the mar- 
ket knew of the -troubles was 
on January 27. In between 
those two dates, the company 
placed 3m shares with inves- 
tors. The company says that 
the board's knowledge of 
events will be examined and 
TywMte public in a report by its 
auditors. KPMG- But the 
company* board should make dear now 
knew what and when. If any of than a PP re “ ate J^ 
of Mathro’s problems before the share placing, they s&ouM q 

ra The KFMG report should also examine the ^ the 

non-executive directors, who, the chairm an aside, have bem , 
too quiet. Shareholders have a right to exp ect mo re Ifrgifa ^ i; 

«Mp from non-executives when the c redibility of the - ; ; 
agement has been so severely dented. . 

. *{£*3. S i tf* - 1 TV! 

Corporate executions ‘ T/ulKi 

A few chief executives lose their h eads and" pe opfe 'My .L. Y. 

already grumbling that the City is being too short-tennisi -r± dh-vtf; 
in recent months, there has beenan uptick in ***ff%**£9 
corporate executions. Booker’s Charles Bowen, De La Rurik. . - 

Jeremy Marshall, Premier Faruell’s Howard Poulson, 

Ashley's Ann Iverson and Dalgety's Richard Clothie r OCT Jjjggr 
an foDen or been pushed on their swords. Butm ereiy Bsttpg r-j f 
tiw names hardly suggests the City is being U . j 

In each case, substantial shareholder value had already 
destroyed. Arguably, the bosses should have gone earlier. - 
It is, of course, somewhat simplistic to attribute M 

departures to City pressure. Investors are, happ ily, becranr : 
ing a touch more active. But the main responsibility i 
non-executive directors to ensure underper forming chl aft t J V - 
are shown the exit. They should be in a better position. than. . : y» 

shareholders to judge whether a sluggish share price i s the 
result of bad luck or management, and whether more -• 
time is needed for a long-term strategy to bear fruit. Un for- 
innately not all companies have strong non-executives and "I i 
some have yet to split the roles of chairman and chief i 

executive. Pressure from the City must be nvaintabaed. _ 


Tomkins makes 
US acquisition 


- I'/*.' S VrC 


By Roger Taster 


Tomkins, the conglomerate, 
made significant inroads 
into Its cash' pile yesterday 
with the announcement of 
the $187m acquisition of 
Schrader-Brldgeport of the 
US. 

The business, which man. 
ufactures tyre valves and 
fluid control components, 
will be integrated into Tom- 
kins’ Gates and Stant subsid- 
iary. a leading supplier of 
windscreen wipers and 
transmission belts to the 
motor industry. 

Tomkins has been under 
pressure to spend its cash, 
which stood at £188m at the 
last year end in November. 
It has set itself the target of 
increasing gearing to 15 per 
cent - equivalent to debt of 
about £30Qm ((501m). 

However, Anthony Spiro, 
director of corporate affairs, 
said yesterday that even 
after the latest deal the com- 
pany would still be left with 
net cash. 

Schrader-Bridgeport, 
which comes with (68m of 
debt, will increase the total 
spent this year to about 
£245m after the fsam acqui- 


sition of the Spfllers mining 
businesses in February. 

Shareholder pressure Tor 
Tomkins to get rid of its - 
cash and take on some debt 
led it to announce a ElOOm 
share buy-back scheme last 
year,, despite. the. .repeated 
objections of Greg Hutch- 
jpgs, chief executive, that be . 
would prefer to make acqui- . 
sltions Otari return msb to • • 
sharehold ers 

hi January,- the company , 
said it had completed £6Qm 
of the SlOOm buy-back pro- 1 '. 
gramme and planned to , 
spend the remaining £40m . 
over the coming months.'. 
However Mr Spiro said -yes^' ■:£ 
today that the buy-back had _ 
been put an hold in while. 
the company had focused em - 
its recent acquisition oppor- 
tunities. Since January it : . 
had bought back only 5OOJJ0O- 
more shares, he said. 

Analysts said the deal, at 
10 times o p er atin g profits of 
(23.3m last year,, was a little 
more expensive than Tom-' 
kins was used to paying. Mr 
Spiro replied that the com- 
pany was a high .margin 
operation with a quality , 
niche, adding "quality does ' 
not come cheaply”. 
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issue of U.S. $300,000,000 

Bank of Western Australia Ltd 

AC N. 050 494454 

Undated Roating Rate Notes 

exchangeable into 

Dated Roating Rate Notes 
of which U.S. $200,000,000 
is being issued as the Initial Tranche 


Intense* Rate 

Undated Notes 

Dated Notea 
Interest Period 

Interest Amount due 
24th September 1998 
Undated Notes 
per U.S. $ 10,000 Note 
per U.S. $250,000 Note 
Dated Notes 
per U.S. $ 10,000 Note 
per U.S. $250,000 Note 


5.85% per annum 
5.6875% per annum 

24th March 1998 
24th September 1998 


U.S.S 299 CO 
U-S. $7,475.00 

U.S$ 290.69 
U.S, $7,267.36 


Credit Suisse First Boston (Europe) Ltd. 

Agent 


Advance Bank 
Australia Limited 

US$250,000,000 
Floating Rate Notes 1999 

The notes arUI bear inieresrot 
6.0375% per annum for the 
Interest period from 
24 Mtadl 1998 lt>24 Jane 
1998. Interest payable oalne 
24 Jane 1998 anil amount to 
USf£f439per(J$$JQ,000 
note. 

Agent Morgan Guaranty 
TYust Company 

JPMorgan 


NBD BANCORP, INC 

US$100,000,000 - 
Floating rate subordinated 
notes due 2005 

Notice is hereby gam that 
far the interest period 2i 
March 1998 to 24 Jane 1998 
the interest rate has been 
fixed al5.87S%. Interest 
payable on 24 June 1998 

utiU amount to USSI50.14 
per U5S1Q.000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Financial Times Surveys 


Philippines 


Wednesday September 23 


For further information please contact: 
Jenny Mklcllcton in London 
Tel: -*-44 171 873 3794 
Fax: -44 171 S73 3204 
email: jenny.midillctorr4.FT.com 
or Brienttc McAlinden Judy Tliain in Hotig Kong 
Tel: S52' 2 2905 S5S4.S55S 
Fax: (852; 2 2537 1211 
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No FT, no comment. 


GUS fights legal action in $831m bid 


By Peggy HoBnger In London 
and WiBam Lewis in New York 


Lemni International 
Investments NV 
USS75JMO/100 Guaranteed 
Fkntteg Rate Notes 2000 

He tneran me ippbStM, h, ffae above 
»# leaped of (he otota period 
r o murnm as ZM Mtodi I«fl fan been 
filed at fi% per maim. Tbc idictcsi 
— <h t to USS30&67 per tonuafia 
USSUUXXJ prtcfpol anKDB of dto Nam 
■nd lo US53066.S7 per USS 100,000 
pnnsipd »o«a« of *e Note* be paid 

60 2*th Septttobcr 1998 againai 
P» **tiii ii of Coopoa Nmber 16. 

Bank Lraml (UK) Pie 

Piyrnaa Aeon 


CREDIT LYONNAIS 
USD 500,000,000.- 
FRN Undated 


M wwi tec the net far 
the Cospoa N* 27 (ac bam 
fixed u 6.75%, far the 
pwiod stantef «• 
19.03.1998 waM 
18.06.1998 tedofiM 
(ninriMht a period of 
92 days). 

Thn coewoa wB be pqnMc 
OB 19,06.1998 « a price of 
USD 17JL50. 

The Principal Payfag 
Agent 


CREDIT LYONNAIS 
UIXBMOWW SJL 


Great Universal Stores, the 
UK mail order house, is 
fighting legal attempts to 
block its agreed (831m 
(£488m) bid for Illinois-based 
MetromaiL In a counter-suit 
it alleges wrongful interfer- 
ence by rival tedder. Ameri- 
can Business Information. 

It also emerged yesterday 
that Metromail has received 
several lawsuits from inves- 


RESULTS 


tars angered by the group's 
$31.50 a share deal with 
GUS. ABL is bidding $33 a 
share, valuing Metromail at 
(850m. 

The GUS suit, filed in the 
Delaware chancery court, 
claims ABI had "no legal 
right to make an offer for 
Metromail”. The suit says 
ABI had acknowledged this 
by writing to Metromail on 
March 18, demanding it be 
releas e d from provisions pro- 
hibiting it from bidding 


without the approval of the 
target’s board. 

The provisions are 
thought to have been agreed 
by Metromail with several 
potential bidders, including 
GUS, who were given acce ss 
to confidential information 
in an auction process. 

The UK company is seek- 
ing an injunction against 
interference by ABI in its 
merger agreement. Failing 
an injunction, the suit states 
GUS will seek "very substan- 


tial damages". 

The counter-claim follows - 
ABFs attempts last week to 
stop the agreed deal between i- r 
Metromail and GUS by seek- 
ing an injunction fn the ' • 
Delaware court. The case Is ’ 
to be heard on Friday. 

Metromail has begun di&- 
cussions with ABI “to better 
understand the offer, includ- 
ing financing conditions". 

ABI yesterday rejected--. ? 
GUS’s claims as "totally •_> 
wbhout merit”. i . 5 r -’ 
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BUSINESSES FOR SALE 
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FOR SALE 

: GROWING VttVlTABL6 
MANOMCnXBW BUSINESS 
-fattottMtidre .. 


On the instructions of 


The Bank Group 
Holidays Division 


Foux important coastal holiday centres 

ah with a well capitalised range of core leisure fawTiri«i? 

• Hampshire coast - 259 chalets 

• Isle of Wight - 330 chalets 

• South Cormran _ 253 chalets and 35 hire fleet caravans 

• East Devon - 337 chalets and 131 hire fleet caravans 

s ale f reehold as profitable, fully operational 
centres, available as a group or indnidnaB y 

For full details and brochure please contact: 

Queen sgate House. 48 Queen Street, Exeter EX4 3SR 
Tel: 01392 490497 Fhx: 01392 410436 (Ref: PRS) 

12 Bolton Street • London W1Y 7PA 
1M: 0171 629 6700 Fax: 0171 409 0475 (Ref: JCM/ETDM) 

. e-mail: humberts.leisure@virgin.net 


mi unfritwo.fgr 


I ltqtolwBai CTI.fta gM Uan. | 
One Sarira** Bo dy . Li hn SEl 9HL ( | 

msumssmmm 

High Street 

Retail dotting Easiness 

60 outlets in total. nett profits 
In excess oin million 


Om Mkndc awae, LwdMSEl ML 

' MADEIRA ^ 

ffnpri tUtufi tcbOV 

♦ Preamble ♦ 

* International customer base 4 
♦ Important design library ♦ 
seisw 

Bob BS778, RnrecNl Hsu. 

OaWNkkHn 

W London S6l 8HL 4 


ELECTRONIC PRODUCTION 
ASSEMBLY EQUIPMENT 
TRADING BUSINESS 

FOR SALE 

Highly regarded name established for 6 years. This 
business trades second user surface mourn pick and place 
machines with blue chip customers throughout UK and 
Europe. Workshop and showroom located NW London. 

Turnover £2m. inventory in excess of £500fc. 

For sale as a going concern. 

For further details please contact 
Davant Limited 
Tei: 01932 770400 
. Fax: 01932 771135 


BRITISH COMPANY OFFERS FOR SALE 
IN GHANA 

Goodwill, customer base & stock of long 

ESTABLISHED BUSINESS IN HEAVY PLANT AND 
DIESEL EQUIPMENT SUPPLY AND SERVICE HELD. 

* Extensive Client Base 
★ Established Representation 
* Multiple Locations * 45 Years of Trading 

Box B5780. Financial Times, One Southwark Bridge. London SEl 9HL 


COMPANY FOR SALE 
Manufacturers to the Building Services Industry 

Wall established business throughout the UK with 
good overseas contacts. Turnover c. £2 million pa. 
Excellent reputation. Good profits. 
Principals only. 

Write to: Box B5777, Financial limes. 

One Southwark Bridge, London SEl 9HL 


SALE OF LONDON BASH) IMPORTERS OF OPTICAL GOODS 

Family business, established importers and distributors of 
consumer optical goods with very well known brand name. 
Business has some big accounts and continually growing turnover. 
Net profit before lax 1997 £800,000, 1998 probably higher. 
Genuine reason for calc - some older family members retiring. 
(Main director might stay oni. 

£6 million cash only. 

Enquiries from principals or their retained advisors only- 
Wrfce to; In B4412. Fkonctal Tint. Oat Smkmk Bridge, I n ndo r SEl 9HL 


FOR SALE 

SPECIALIST DOMESTIC 
APPLIANCE COMPANY 

2.4M Turnover Biuo Chp Accounts 
Located 20 minutes tram M25 
Oman wfati to raft* 

No Agents. Pitodptoa Only 

Phase lowmd exprasBcns cf Interest IK 
Box BS77X, Aareal Tineo, 
OnoSouRaakBrUga, London SEl 9M- 


BUSINESS TRAVEL 

Does your company want to own 
aJV majority stake in a licensed 
business navel agency /team? 

Do you have substantial (£200k+) 
foods and do yon have i mcmmgfol 
(£250k+) business travel b udge t? 

IT ui otmaa u* ■ Unci confide*** at 
Bc« B5XU. FkaaodBl Toao, 

One Sosdmrk Bridge, 

London SE3.9KL 


ppLJMW raacngga-A n hu\ i nwr jibi 

I On client instructions, business advisers Grant 
Thornton are offering FOR SALE a 

Plastic Injection 
Moulding Co 

The company designs, manufacturers, prints & 

, packages high quality custom and proprietary 

products. 

■ Turnover - £5 million 

■ 120% growth over last 4 yoars 
, ■ Blue chip clients 

■ Skilled workforce 

■ Extensive tool library 

i Ope ra t i o n s in USA and Ewope 

■ Based In Midlands 


n 


For further details write to Box No B5773, 
Financial Times. 

/ No 1 Southwark Bridge, 

cP- /) London, SEl 9HL 


Grant Thornton 




FOR SALE 

EX-MERCEDES DIESEL ENGINE PLANT 

Formerly used fn the production of 2,4 litre, 

4 cylinder diesel engines. 

Either as complete manufacturing facility or as 
individual component lines. 

INCLUDING: 

CYLINDER BLOCK LINE 
CYLINDER HEAD LINE 
CRANKSHAFT UNE 
CAMSHAFT UNE. CON ROD UNE 
FLYWHEEL UNE 

For colour brochure and viewing arrangements 
please contact 


//ZWG 

Industries 

Industriestrasse 7, CH-3178, 
Basingafi, Swftnri&nd 
Tel: +(41) 31 7408060 
Fax: +{41) 31 7406070 
Email: Jjnoecke@zwg.eom 


ww*r vtojet/bsr 

/bibinessN 

/ SALE RBtoRT \ 

f The No. 1 indefWKlsrt fating of \ 
r medtm to large companies for sale 1 
in the UK (T/0 flm+J. How betodas J 
. Bropem companfes for sate + aB / 
UKrecafrersfipj-Rx sub deofc/ 
X. 018*875 0200^/ 


Office 21. Actiffieos Butting 
224 Arch. Makarios ffl Avenue 
3030 Limassol. Cyprus 
Tel: +(357} 6 340838 
Fax: +(357) 5 340827 
Emat bany@jsk.co»TLcy 


Precision Eng. South East 


Extensive modem plan, excdlem 
long established customer Bsi. 
dean very profitable company. 
Sales for 1928 circa £13 m. 
Retirement sale 


CHRISTll.&.CiiJ 


Surveyors, Valuers & Agents 


For sale as a Group or iNDmooMiv 
Horn, West Kensington 

■ 4 freehold buSdipp wife fafl Cl hotel pfenning cage d. , 

. Cancndy operated at fi4 taring moms 178 bedspaces) nccmmnOdamg »cm 
mubotity re&saU. .... 

• Wn*nn« w i m iiMY i» fn mufolje bcucL 

« jwaw T39VR 

Horn, West Kensington 

- 2 adjoining firataAlbwVfinga with Cl hod ptanna gconi cnL ^ ^ 

• Camaaly w n uig ed ■» 13 audios rod 9 roonn let raa issnred iborthofal 

htmiimy i‘ g" M w IF* p indtegbota. 

slytsfLSoa rtBOKHD AfawTTMa. 

Hotel, Makylebone 

• Period bufldingwHh Cl bold planmn* worera. , 

• Opauedas 10 aodha and oneself etralainBd On taco assmtd stwrthou 
t aame y ayuaiu e u B. Balance of 21 year low? ftwa 1994. 

UlSjUn LEASEHOLD 

Contact CoHn Hall or Joany Jones 

0171227 0700 


O-FiCES at: London • Birmingham • Bristol • Edinburgh 
ExttcR • Glasgow • Ipswich ■ LEtr>s • Manchester 
Milton Keynes • Newcastle - Nottingham • Winchestei- 




r otel 


■2 RESTAURANTS,! 


.1 / AIR jE^-DmOND^AND DO) 

■TURNOVER 1997 XUKOXMKtO^iS^^ 
PROFnr £us muj 

LEASEHOLD 

ENQUIRIES TO C06N 


50 ViCTOWK Stkee^TLondon SfVlH I 

Tel: 0171 OTIHTO, Fax: 017U27 


CHRISTIE & C2 


SuKVETORs, Valuers & Acents 


mm 


BUILDERS AND 
CIVIL ENGINEERING 
CONTRACTORS 


BUSINESS OPPORTUNITIES 

ncAocm jinr nrroMMFr mFn m TiFFr imiTTPnrnTF fw rM* 1 “f 0 ” >»~i««r T»«carro 


ion in S831W**, 



MEDICAL PUBLISHING OPPORTUNITY 

We are seeking Uccocees lo publish an established and successful 
medical publishing product in Europe, either on an individual or 
muhi-counUy basis. 

This product has been successfully bunched in three countries 
including the UK and we now wish to expand into Europe. 

The end product is of ihc highest quality and produces substantial 
profits. Interested companies should supply details of tbeir 
organisation arid experience of publishing medical based 
literature in Europe, particularly France. Germany and Italy. 

Alt enquiries in confidence to: 

Mr Andrew Curtis in UK Fn: +44 1274 477413 


iookino to: quality INVESTMENT OPPORTUNITIES .• 

v:e have published screened projects every month 
for 20 years. c?j; fora free trial swt-scGpiioa. 


:YCfT Venture Capital Report 


01865 784411 
vwAV.vcr1978.com 


ASPIRING 

MILLIONAIRES 

Call and Listen. 

Not MLM or franchising. 

Call 0800 542 1220 


Management Buy-Out 
Wbat is your company worth? 
FCspreattnct vakroon nufcL rawed ty 
wimsc apofaft. MM.U5 ♦ VAE 
Rv fiithcr det* artact 

SiCMDaaui SmeLUntn W IX«E 
Ttt Ot TMd 7 fa.t'1 7/-wl7<WE 

*tSee»lw»»JFiP»oAaSw«r 


APPOINTMENTS WANTED 

ANALYST - MERGERS & ACQUISITIONS 

This leading international invesuncm company wishes to recruit an 
analyst for its M&A Team which will involve the incumbent in primary 
analysis of corporate accounting data and marici information and 
valuation analysis for European and North American companies. 
Applicants shcaild have substantial experience m financial analysis in 
reJaricn to Mcigcrs. Acquisitions. Initial Public Offerings and 
Leveraged Boy Outs as well as proven ability in making wriuen and 
oral presentations to senior management and the ability to manage and 
interact at a senior level. Salary circa £27jXiO. Applicants, fluent in at 
least cue European language in addition to English, educated to degree 
standard at a leading European or US university and whb a minimum 
two years’ previous relevant business experience, preferably gained 
with a leading financial institution, should write enclosing full 
curriculum vitae to: 

Box A 6087, Financial Tunes. 

One Southwark Bridge, London SEl 9HL 


I Company Vendors & MB! Teams 
| Seminar - April 21st 

j Omord by I katac Q«jr Cpw. ewr 111 
Qui men. CEO'x Direeuo ad VPwie 
| Qpralan tone steady reserved Otr *« 
| [r ra g im . roe day event 

PHONE: 0870 600 0020 
fihX: 0870 600 0021 

1 :7MaECKST.MA*Mt.W1V7W 


OVERSEAS 
MAJOR MASTER 
LICENSE 

wwwJBetterwaxexo.tifc 
Fax: +44-1222-452544 


CuMm. Islands & Worldwide 
OffsnoRE Company rowxnohs 
& Administration. 

Fun Subnets 

For tree tntornubon coo ac t: 
CROY TRUST LIMITED 
2- Floor; M David Pbcc. 

Sr Hetkr. lervev [EZ 4TE 
Tel: 011534) 87977t Fare U>IS34) 35401 


BUSINESS SERVICES 


U.S.A OPERATIONS 
NEW YORK CITY 


j htiemutioaal Ac coun t i ng and 
Coosultmg fina with o ®* 8 
rimared Midroum. Now Yotk 
City, id • major high seam ^ 
office bufltfing. has space and 
Krvkes available, including 
refer ence roexn tod library. 

Services available 
recanodst, pnwssm& 

^utes, mterael ««ss and 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


. Digital Switching/Hber 
Optic Lines 

. AT&T and Other Networks 
■ Use from Home. Office, 
Hotels, Geff Phones 
• 24 Hour Customer Service 
Call now for New Low Rates! 

Tel: 1.206.284.8600 

Fax: 1.20&270.0009 

linen open 24 hourat 


We can act as y° ur 

toApalas or representative for 

a start-up bwineB or ftr »f» 
overseas company- Of®™" 

BMMdtd with ttKtsS - 


We have over 40 ^ 

intenjatjcoal operieptx® 
ftfoffi coropauw 
VS. or looking for » '~- s 

headquarters. 

Please contact us at 
T«t 212-265-7500 

Fm:212-265' 7638 

E^Vfafl: ronfatHgaoLcom 
Alt: N. Woodcock 


DIVORCE OR 
CREDITURE PRESSURE 

Either bus Iness of personal your 
di&’B ran he lenally protected 1 
For total. i«iTnfcn(ial aid 
ftte information on how 
PHOVE IlLiRING BLSINESS 
HOURS 
0171 441 22H 
OR AFTER HOURS 
tM67 2517» 


BUSINESS WRITER 


CMmstiahans spa Mtet non accepting 
conrBSstonslQ research and ertte 

ted lor corpesate lltatfure. indufitg 
campaiy praxes, arini^ ftpoffe and 
execaitlve speeches, together wllti fe^utes 
pwroiing products in Ite 

UK and infemal/QfHl press. 

PLC COMMUNICATIONS 
tah «44 (0)1625 536221 
hoc 444 (0)1625 S35102 


Angera, Levin & Bahz 

CaainB MD6aaB>aUti|aif 
Cost EHective Representation 
ofQobal Clients in U.S. Courts 
U.SA offices in Hew York, 
New Jersey, Pennsylvania 
901306.1500 tax: xl90Q 
Email: A3ji@aagaBhw.aa 


PHOJSTT AND COMMERCIAL 
tunrfing Mtobb to UK and 
intanwmrsl dente. 

Angto Amencar 
Group Pic. 

Tel: 01924 201 385 
Fax: 01924 201 377 


IMMEDIATELY AVAILABLE FUNDING 

♦ Substantial funds available for asset financing and re- 
financiDg for both private individuals and companies. 

♦ We lend against any realisable assets of high value such as 
properly, jewellery, paintings, antiques, quoted share 
portfolios, etc. 

♦ Our specialist property division also provides bridging 
facilities for residential and commercial property trangacticaw- 

Any viable proposition considered 

IMPERIAL CONSOLIDATED ASSET FUNDING LIMITED 
Telephone: 01472 3*9000 


Total confidentiality assured 
We are principal tenders 


CONTRACTS & TENDERS 


NOTICE BY ABSTRACT OP CALL FOR TENDER 

ENEA, Ente per le N trove Tecnologle, VEnergia e I’Ambieate. with Head 
office In Rome, Lungotevere Thaon di Revel, 76 (teL + 39 6. 362371, 
facsimile +39 6 36272777) announces an open call for tender (tender 
n. 200) for a contract of services of a twin-engine turboprop light 
aircraft in support of the Italian expeditions in Antarctica. The annual 
budget amounts to ITL 1000 million (net of VAT/ GST); duration three 
years. 

Award: The most advantageous financial tender according to art 23. 
sub-section 1. letter b) and art. 25 of the Italian Legislative Decree 
157/95. 

Expiration of tender; in conformity with the unabridged call for 
tender, not later than 12.00 hours of 25th May. 1998. For tender 
documentation, to be handed over or forwarded to the Firms (on 
written request not later than 18th May. 1998) please apply (Monday- 
Friday 9am - 4pm) to lug. Antonino Cudnotta (TeL +39/51/6098494 
Fax +39/51 6098575) or to Mrs Antonia Goosen (TeL 

+39/51/6098610 - Fax: +39/51/60986237 or to Ing. Umberto Ponzo 
(Tel. +39/6/30483525 - Fax +39/6/30484893). 

The unabridged call for tender, giving all conditions of the tender, was 
sent to and received by the Office of Official Journals of the E.U. on 
the same date of 18/3/98 and published in the G.U.R.L Part 27 n. 69 
of 24 March 1998, and Is available at the Unlta below. 

ENEA. - Person Responsible for the Unit& Coordinaznento Procedure di Gara 

Dr. Massimo Otfoani 


OFFICE EQUIPMENT 


SAILS 

HUGE DISCOUNTS ON 


ITALIAN 

OFFICE FURNITURE 


Direct prom Manwxcturer 


LONDON WC1 SHOWROOM 


69-73 Theobald's Road 
London WC1X 

Tel: 0171 831 6678 


(SSHWW’BfSRB 


substantial quantity of 

OFFICE FURNITURE 

ft SEATING AVAILABLE TO INCLUDE: 

■ Cheny Executive Suits ‘Dcaldnf &Smpe*Ek 0 ciitivc&ScainrialSevk£ 
• Boanlroora Tahte hi Oak, Rosewood & Mahogany 
• C onf e re n ce Chan* Qrey A Oak Woristarions 

Can to view: 01 8 J S49 4848 


Tto JointAfcTtfrfsWiVB Rsoekws. David WiBor? and AUs&tir 
£rove, o8er for sote ttie business and assets of ttris established 
tuader crtd ovB enginesflng conlrador based ol Howey, mar 
UancMndod Wefls In MU Wdes. 

Pifetdpa! featnes of Iba businam tactarie: 

• turnover of E7 ,2m 

• contact portfolio off 13 conlrads In progress wtth a txx* 
value of £600,000 

• computed conbads of £300.000 

• flsafofcofshjcflon ptanfand aqiMpmenl 

• dsMtopmaitlmlfar 126 chMlUngs 

For further information, please cortact Mark Hopkins of Coopers 
& Lybrand, Temple Cout 35 Bdl Street, Biimirigtan B4 6JT. . 
Tet 0121 285 5000. Fmt 0121 265 5650. / 

Coopers Ik Lytnod U mlbariaid by ihe taaanle nf OnOema A tnWIMiW /M 


fKF ' 


For Sale 

CCTV Security Company 

Our efina is an ixtaldished company Kpedalinng La the design, 
mam teu ie, huga natio n, service and maintaiMi* of security 
sysfmB, principally CCTV. Tbe buriaess bas the foBowing 
key features: 

• Turnover c. £4 5 million 

• PJBTc.£400k 

• Excellent reputation 

• Nationwide "blue chip" customer base 

Interested parties (principals only) please write to 
Stan J Patey 

Peaodl Kerr Forster Corporate Finance 
New Garden Honse 
78 Hatton Garden 
London ECIN 8 JA 

Fa*: 6171 782 9390 =——5 

R'VNNELL 

Ptadto Fotmu- bnaboriRd fay the baatam of QmSaed KERR 

A w . x ii if »l»Eaglwdind'W>iBitncmyn»BHm— iboriaai PCRSTOR 


BUSINESSES WANTED 


Quoted company > 

rv-. ei SCeks opportanity ox reverse. 

Profile must include profits of £] mauon or above with 
su b sta nt ial growth potenttaL Up to £9 million available. 
PRINCIPALS ONLY, 
rate to: Bok B5772, Rnnclal Tliius 
One Sontliwrk Bridge, Londjon SBl 9BL 


WANTED: Corporate / Financial Advertising Agency 
Turnover to £5U 

fovBrtor seeks to acquire core advertising agency 


urTvTvr.riTrr 


sons mvBsmr reteflona / pubOc relations / de^gn c^tabBites. 

Pi1iiJp*^ , ^**tbata:B™asi84,Fin*nianiB»8 1 O ll BSai4hywkBrid(ss,SE1 M. 


mptied lo canplimcnt 
eastiaggronp. 
Insolvent corop an ka 
especially tf bmen w 
cub ftmding/mppcn is available. 
Oiarigte or pari sale considered 
Tel: 0171 491 2254 
cr Mobile: 0467 251726 


BUSINESS WANTED 

We are a folly feted property 
services group, looking [or a 
Pmperty services business 

i yWjp foe M25. making pre-tax 
Profits kl excess of C25QK. 

For further information, 
please reply in confktenceto: 
Box BJ776, Rnancfaf Times, 

One Southwark Bridge, 
London SEl 9HL 
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INTERNATIONAL CAPITAL MARKETS 


US recovery lifts Europe off lows 


By Vncent Boland h London 
and Rfdiard Tomkins 
in New Yak 

Government bond markets 
closed mostly lower but 
above their worst levels yes- 
terday in a session domi- 
nated by talk of rising oil 
prices and the possibility of 
political turmoil in Russia 
after President Boris Yeltsin 
dismissed his government 

European markets dipped 
sharply at the start but 
recovered some poise after 
the US market rallied, 
sparked by an outright pur- 
chase of Treasuries by the 
Federal Reserve. 

Trading in Europe was 
extremely thin, however, 
with monetary union conver- 
gence reports later in the 
week also weighing on inves- 
tor sentiment 


Analysts said the oil price 
outlook was more important 
in the longer term, but 
pointed to the failure of oil 
producers to stick to agree- 
ments in the past 

Higher oil prices would 
also further complicate the 
economic picture for Asian 
countries already in the grip 
of a financial crisis, they 
said. 

“If they were to succeed in 
getting the price up to J 20 - 
{21 a barrel, it would take 
away a lot of the near-term 
good news Cram bond mar- 
kets," said Glenn Davies at 
Credit Lyonnais In London. 

US TREASURIES opened 
lower on fears that any oil 
price rises would ignite infla- 
tion. However, they regained 
most of their losses during 
the morning in response to 
Federal Reserve and “safe- 
haven” buying driven 
by events in Russia. 


FHLB raises 
offer by $lbn 


INTERNATIONAL BONDS 
By Samar Mondar 

Federal Home Loan Banks, 
the US mortgage agency, 
yesterday increased its latest 
offering of three-year paper 
by Slbn to $3ba 

“The new tranche adds 
liquidity, which is important 
to get the issue into the 
‘super-jumbo' league,” said 
an official at ABN Amro, the 
lead manag er for FHLB. 

Yesterday’s tranche was 
priced to yield 16 basis 
paints over equivalent US 
Treasuries, two basis points 
more than the initial offer- 
ing. ABN Amro said this 
reflected the general widen- 
ing of spreads in the dollar 
sector since last week. “We 
kept the spread relationship 
versus Fannie Mae constant 


WORLD BOND PRICES 


by issuing one basis point 
wider, 1 * the official said. 

F anni e Mae is the largest 
US mortgage lender and its 
mortgage backed bonds are 
considered the benchmark 
for such issues. 

CADES, the French state- 
backed entity set up to man- 
age the social security sys- 
tem’s debts, launched the 
second tranche of its multi- 
currency euro-fungible issue. 
The DMI.5bn of bonds will 
merge with last week's 
FFr4bn offering into a single 
issue after redenomination 
into euros next January. 

J. P. Morgan, lead man- 
ager, said the issue was 
unusual in the D-Mark sec- 
tor due to its long maturity 
but said investors were feel- 
ing increasingly comfortable 
with longer-dated issues as 
they offered a good yield 


In early trading, the 
benchmark 30-year bond was 
down yielding 5.91 per 
cent. However, at noon it 
was just :h lower at 103ji. 
yielding 5.S85 per cent. 

The 10-year note was down 
i at 99fr> yielding 5-57 per 
cent and the two-year note 
was ii lower at 99ft. yielding 
5.532 per cent. 

The Federal Reserve 
helped spark the rally by 
making an outright pur- 
chase of Treasuries, in a 
move known as a coupon 
pass. It bought five-year to 
30-year securities maturing 
from May 15 20CG to Novem- 
ber 15 2027. having bought 
shorter-dated maturities ear- 
lier this month. 

The political situation in 
Russia was also seen to have 
helped prices, with traders 
reporting safe-haven buying. 

GERMAN BUNDS are 
always sensitive to events in 


Russia, where German 
banks have extensive expo- 
sure. However, after an early 
knee-jerk fall, the market 
remained relatively calm as 
investors waited to hear the 
fate of reformers in the Rus- 
sian government. 

The June future settled 
0.10 lower at 107.58. but only 
165.000 contracts had been 
traded on the DTB by early 
evening and the future had 
been as low as 107.43. 

Analysts said the Russian 
events could leave bunds 
still searching for the impe- 
tus they needed to move 
higher, with expectations of 
no rise in interest rates until 
well into the year, if at all. 
now fully priced in. 

FRENCH BONDS suffered 
the biggest reverse of the 
day among the core Euro- 
pean markets, with Matif 
trading at its lowest level 
since early January- A con- 
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Bummer 
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FHLBta) 

Ibn 

5 626* 

99.B56R 

Mar 2001 

0.150R 

Capital 1 MT. Class A lb] 

500 

6 31 

100.00 

Apr 2008 

0.2682 

Capital 1 MT, Class B <b) 

50.236 

6.268 

100.00 

Jtoi 2008 

02682 

Investor AB 

300 

6.25 

99.721 R 

Apr 2003 

0.300R 

Goldman Sachs Groupfclt 

100 

icl| 

89.71 

Apr 2005 

0 300 

ING Bank (SAo Pauloj 

100 

8 375 

100.00 

Mar 1999 

025 

Bear Steams Co Inc. 

500 

1*11* 

(11) 

M2 2003 

1H) 

■ D-MARKS 






0B (d) 

500 

4.5I&1 

I00.043R 

Feb 2003 

025R 

Cades 

i.Sbn 

S_2StQ 

99.46* 

Oct 2012 

0.375 

SNS Bank Motherlands 

500 

4.75 

99.48H 

Apr 2003 

□.3000 

■ STERLMG 






Hafltax 

300 

6.375 

99.832R 

Apr 2008 

0.35R 

NV BNG 

200 

6.375 

99^55R 

Mar 2005 

OJOR 

Hypo In Essen 

175 

7.12501 

99.892R 

Apr 2000 

0.125R 


Qoidman Sachs 
+303<1yrtJST) ING Barings 

IB) Bear Steams Ml 


JP Morgan 


final terms, non-caila&to unless staled. Yield spread lover relevant government bond) at launch ouppSad by lead manager. 
*Un Rated. §ConvertibJe . $Wrth equity warrants. X Boating-rale note. ftSeml-annual coupon. Ft fixed re-otter price fem 
shown a re-after level ajFederai Hone Loans Bank. Fungible with S2bn. +T2 days Accured. b) Legal maturity 15A3Q/11. d 
Fungible with $55»nn Launched 19/03/98. Clallabte at par from AprOI. cl) 3-mth Libor +a0bp.d) Fungible with DM10fen 
kaybeged 06/01/98. ft) Priced loday.G) +62dp area (5yrsUST) i) Over rnerpoiated yield. I) Long 1st coupon, s) Short 1st 
coupon. 


pick-up. “The steepness of 
the German yield curve 
helped,” said a syndicate 
manager. 

HALIFAX, the UK bank, 
issued £300m of 10-year 
bonds. Barclays Capital, 
joint lead manager with Leh- 
man Brothers, said the deal 
had attracted demand from 
continental Europe. 


“There has been increased 
demand for sterling assets 
after last week's Budget,” 
said an official. “Investors 
can pick up well over 100 
basis points compared with 
German yields, and they are 
feeling more and more com- 
fortable with sterling at its 
current levels." 

Demand for sterling bonds 


has caused yield spreads on 
existing issues to tighten by 
3 to 5 basis points since last 
Tuesday's UK Budget. 

Other bankers said the pri- 
cing was “on the tight side”, 
with some unsold bonds 
remaining on the underwrit- 
ers' books, but Barclays said 
Halifax bad a strong UK 
domestic bid. 


launches 


tinning strike by local trad- 
ers is not helping- The June 
notional bond future settled 
022 lower at 10336. 

UK GILTS were hit by a 
dearth of activity as inves- 
tors awaited more economic 
data later in the week, but 
managed to outperfom 
bunds slightly. 

The June future settled % 
lower at 10&A, with just 
34,000 contracts exchanged 
on Liffe by early evening. 
The spread over 10-year 
bunds stood at 113 basis 
points, one point less than it 
ended last week.. 

ITALIAN BTPs eased with 
other markets, but were 
looking ahead to more posi- 
tive inflation data for March 
from the main cities, which 
might leave room far the 
Bank of Italy to cut interest 
rates. The June future set- 
tled at 119-39, down 0.10. in 
very low turnover. 


BfYhcmwmm 


Aiful Corporation, a 
Japanese consumer finance 
group, has raised Y33bn 
(5253m) in a global share 
offering, selling 4m shares to 
international investors at 
YB£71 a share. 

It is the first Japanese 
over-the-counter company to 
tap the international equity 
capital markets this year 
and a rare global primary 
issue from Japan. 

Nomura International, sole 
lead manager, said the share 
issue was twice subscribed, 
with one-third of the stock 
each going to investors In 
the US, the UK arid Europe/ 
Asia. 

Executives at the bank 
said there was strong 
demand far the issue firm 
institutions and European 
private banks, and “a lot of 
retail accounts out of Asia 
and Switzerland”. 

The issue price repre- 
sented a 2 per cent discount 
to last night’s closing price 
of Aiful shares in Tokyo of 
Y8.500, including the sub- 
traction of a Y60 per share 
dividend announced on 
March 2. However, the new 
shares will qualify for all 
subsequent dividends. 

The new shares, which 
represent 8.5 per cent of 
AiftiTs Afilnrgpd sbftre espi- 

taL will be listed on Japan's 
over-the-counter market on 
April 16. However, the com- 
pany has said it expects .its 
listing to be upgraded to the 

main Tokyo filook exchange 
in the second quarter. 

At the issue price, the 
company, which went public 
in July last year, hag a mar- 
ket capitalisation of abont 
Y357bn and a price-earnings 
ratio of 13.9. Aiful is the 
fourth biggest Japanese con- 
sumer finance company in 
teams of loans outstanding. 


MARK ET MANIPULATION 

Futures regulators beef 
up supervision measures 

JiTTnd the exchanges that they overaee, fty inforngt^ IToer- 
nooMons bdna taken on an exchange, or sigr acant bacAMidt-v . 

between the spot and future prices) W v ; 

Futures Trading Commission, which reflulates 

the expanded agreement should prw*de a . . 

and^amMfenism lor efffier deteebon 

manipulated. Twenty-five countries 

■ The Chicago Mercantile Exchange, . . 

US futures exchanges, and France s 

expanding their electronic trading and :T~. 

broaden the hours during - T 

to each other's products tor - ' V ; 

exchange wlfl also adopt the new ' '. r 

developed by the CME and the New Y ork ; 

with SBF-Paris Bouse. Matlfs parent company, being Bqertaedm . 
market the system Internationally. Wkki Taft, Boca tenon . . . ^ 
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ELECTRONIC TRADING - - 


Liffe turns down link with DTI* 

The London International Financial Futures and Options Exchange 
yesterday reiterated Its commitment to building its own ttodmrib 
tracing system, turning down a co-operation offer from itstSer- 
man rival, the Deutsche Terniinbfirse. • . • . .. 

LJffe’s decision to embrace electronic trading was ennounood' - 
earfier this month. The system will be based on Connect a £3<ta- 
electronic platform due to be introduced later this year for 
options. The exchange will spend another £20m to £2Sm 
the system capable of trading efl its products by autumn 1999; ^ 

DTB’s offer to implement its trading system at Liffe for fr ee wro 
pu bashed yesterday as a full-page advertisement In seve ral n«wir 
papers, including the Financial Times. It follows an offer last ysw 
by Deutsche Bdrse, which operates the DTB, for co-operatioa ", 
between the exchanges. That offer was also turned down by V < 
Liffe. Liffe yesterday said it preferred to develop Its own system, 
because "the DTB system did not scare as highly as others ; 

The offer, however, Is believed to have prompted interest front', 
some Institutions that are members of Liffe. In the past year. Liffe. 
has lost Its leaders h ip in German bond futures trading to the 
DTB, mainly because trading on the electronic German exchange 
is cheaper. 

The DTB is merging with Soffex, the Swiss exchange, into a - 
single market called Eurex. Eurax is also Involved in an affiance 
with Matif of France and the Chicago Board of Trade. theworicTs^ 
largest derivatives exchange. Seiner Iskandar 


BENCHMARK GOVERNMENT BONDS 


Rad BH BU Dor dig Wk teg tenth Vbbt 

Dan Coupon Price TWD ytttf yMd Cftp yM rig yM 

M/00 7000 1018361 501 +002 - -OH -100 

IMP 10000 1303068 5J7 +005 -OOZ -OJH -228 

DM9 TOGO 1040500 4.11 *006 +0.10 +004 +003 

07/P7 5025 1040000 435 +002 +0JH -OOP -0B7 

D1/00 4.000 008700 407 +OOT -+005 +005 +0.18 

tom 8250 1092400 405 +002 - -008 -1QT 

OMS 4.750 907700 401 +002 -002 -Oil +007 

OBWr 7250 1115000 505 +OJB - -007 -108 

12/99 6000 102.7600 427 - +012 +016 +003 

11/07 7000 1108400 5.14 +002 +802 -0.T3 -1-54 

01/08 11.000 1056202 3.71 +001 +017 +004 -015 

04A18 7250 1105510 407 +4UO +002 -0.10 -142 

OVOO 4000 909446 403 +OD1 +0.12 +OD9 +018 

1004 0750 111.7400 403 - +003 -008 -075 

10(07 6000 1045000 400 +002 +002 -008 -089 

10/25 QOOO 107-8800 544 +002 +001 -OlO -121 

09/99 4000 1001400 309 +001 +009 +008 +013 

11/M 7000 115.6700 408 - +003 -003 -077 

07817 6.000 1002300 407 *002 +001 -000 -095 

07/27 6500 1154800 5-43 +002 - -OH -125 

04/98 0250 101.7200 4.48 +002 +007 -028 -1J58 

0M» 0000 1103300 503 +002 +001 -018 -109 

05/DO 5000 1030600 447 -OOZ -002 -021 -079 

05(02 6250 1059000 499 +001 - -017 -209 

07/07 0750 1121000 5JJ9 - -023 -020 -058 

11/28 7250 1232100 061 - -0J4 -021 -298 

03(00 8.400 1114500 050 -004 -001 -014 -019 

iaaz 4900 1108100 1.14 -aw -001 -015 -ojb 

08(05 0000 1101300 1J6 -004 - -015 -075 

09/17 1000 1092100 237 -004 -003 -Q.18 -072 

11/99 7.500 1052700 4.0Z -003 +0.11 +010 +008 

0ZW7 5.790 1062600 4J6 *QQ1 +0J1 -0,07 -094 

02/00 0500 97.7913 7.79 +003 +030 +021 

11/06 0000 1069561 7,03 +0J6 +020 +016 -086 

DIM 9000 1032700 424 -027 -007 +010 +0.11 

01X17 0750 1100500 5.18 -004 -003 -003 -096 

03/99 0500 1042696 492 - +001 -007 -2.14 

02817 0625 1112983 5JO +002 -001 -014 -1.98 

07/89 7.400 104. 1980 4.11 -002 +004 -035 -195 

(0/07 7250 1106429 501 +OQ1 -002 -013 -214 

01/99 11.000 1 04081 D 4.72 -002 +OD7 +008 -033 

08817 OOOn 1195200 530 +003 +001 -015 -007 

03/00 0000 1083800 137 -001 +017 +037 -023 

06477 4300 1133000 281 - *013 +008 -094 

08/99 0008 99.1094 6J8 - -0JI1 +004 -029 

(1/D4 6250 1D3.7909 80S +0.01 - -002 -1.44 

12P7 7250 1092188 592 +001 +001 -004 -198 

0801 8000 127.1094 595 +OQ1 +001 -006 -1JB 

1OT9 5625 1001250 5JS4 - +004 +012 -074 

11A4 7.875 1122340 594 - +002 *008 -098 

0807 6.125 1034530 994 - +003 *004 -1.11 

0807 0375 1003810 591 -001 +41173 +OOT -1JB 

01(00 4400 999400 4.09 -002 +003 -013 -041 

04/07 5900 1039800 498 +002 +001 -0.11 -139 


BOND FUTURES AND OPTIONS 

France 


INTERNATIONAL BONDS 
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10 YEAR BENCHMARK SPREADS 

Spend Spread 
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EMERGING MARKET BONDS 
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-005 -048 +232 

+0.02 -0.01 +195 

+991 -492 +5JJ4 


-006 -016 +167 

-003 -039 +427 

-009 -023 +124 


-005 -016 +132 

-003 +038 +147 
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Germany 

■ MOTHWAL GBUMH BUM R7TUBES (UFffT DM25Q.00Q 1 OOP's d 1DQK 

Opon Son price Orange High Lnw Est vri Open 41C 
Jun 107.57 10728 -0.10 107.89 107.43 79700 208553 

Sep 10720 -0.10 0 49Z 
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■ BOTIOXAL CBUMH BCTCl (B064) FUTURES (PTB1 M750900 IDOOtt Ol 100% 

Open Sett price Change tfigti Low Ed. ml Open ini 
Jtr 105.19 10520 - 10524 105.11 58943 109341 

Sep - 105.03 550 
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Open SeO price Cfrangt High Uw Est va Open int 
Jib 119.35 11929 -0.10 11249 11926 23632 137861 

sap 119.71 -aio 0 5207 
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■ BOTTWHAL SPAMSH BOOT RH0HES (MBT1 

Open Seltpriee Change Wgfi Low Eat woL Opn M. 

JW 10917 10917 -0.09 10020 10990 44.820 102310 

Sep - 10969 - 

UK 

■ KTITOtAl 5 YEflB B9T RTTCTK (UHFQ E100 JOQ 1008s Of 100% 

Open Sett price Change High Low Est vnl Open InL 

Jib 10251 10249 -032 10251 10248 651 11381 

Sep 103.54 - 0.02 0 0 

■ HUnOKAL OK OLT HnURS (UFFET £50,000 32nri5 of 100% 

Open Sell price Change Hgh hw Est vcf Open Int 

Mar 125-30 4-06 0 432 

Jun 106-01 108-02 -0-04 10808 107-29 35032 204447 
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■ tmoiuu. Lowe japa^e axrr. bohd ronxES gjfTTj noon ioochomm* 
Open Ctose Change Mgh Low Eat wf Open tot 
Jnn 1SL8S 13992 131.00 13064 1266 rata 

S*P 13970 13008 130.61 13978 230 n/a 
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US CORPORATE BONDS 
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CURRENCIES & MONEY 


Oil agreement helps boost sterling 


WORLD INTEREST RATES 


marwsts report 

By Richard Atoms 


Sterling continued its 
buoyant behaviour on the 
foreign currency markets 
yesterday, helped by a week- 
end deal to cut production 
by oil-producing nations. 

The news of the agree- 
ment, and an associated 
sharp rise in ofl future con- 
tract prices, hurt the US dol- 
lar and the Japanese yen as 
net oil importers, while 
boosting sterling as a net oil 
exporter. 

Despite a bout of profit- 
taking, the pound reached 
107.9 on its trade-weighted 
Index - its highest level 
since February 1989. The 
Norwegian krone was also 
stronger on the back of the 
agreement to reduce oil pro- 
duction by as much as 2m 
barrels a day. 

In Europe, rumours of fur- 
ther Exchange Rate Mecha- 
nism central rate revalua- 
tions - by the Finnish 


markka, the Italian lire or 
the Portuguese escudo - 
subsided after the info rmal 
weekend Ecofin meeting. 

The dollar Initially gained 
against the D-Mark after 
Boris Yeltsin, the Russian 
president, dismissed his 
entire government. But the 
lack of an economic impact 
from the move left the dollar 
lower against the D-Mark, 
after failing in an attempt at 
break through resistance 
around the DM1.8370 level. 

"The market is still wary 
of Russia but the impact has 
been fairly limited,” said one 
trader. 

Option-related trading and 
continuing talk of European 
central banks selling into 
dollar rallies to buy D-Marks 
also helped curb the dollar’s 
gains. 

i POUND 1H NEW YORK 


1.6690 

1.6685 

1£615 

1.6425 


Efeor 1.6795 
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3 Mb 15721 
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The Swiss franc was firm 
in late trading, with hedge 
funds acting as major buy- 
ers, after the dollar failed to 
sustain levels above SFrt.50. 

The dollar's advance 
against the yen was boosted 
after Kolchl Kato, the sec- 
retary-general of the Liberal 
Democratic Party, said this 
week’s economic stimulus 
package would not include 
income tax cuts. 

Mr Kato and Hiromu Nan- 
aka, a senior LDP official, 
said income tax cats could 
be part of a tax review for 
the 1999-2000 fiscal year. But 
dealers said the chances of 
Bank of Japan intervention 
weighed more heavily on the 
market and against a possi- 
ble Tally for the dollar. 

■ One result of the week- 
end’s meeting of European 
UDion finance ministers and 
central bankers was a firm 
ro ling-out of any further 
changes to the central rates 
of Emu member currencies. 

Hans Tietmeyer, the Bund- 


jgataarympperq 



&M»onMnKr 

esbank president, and Dom- 
inque Strauss-Kahn, the 
French finance minister, 
were among the heavy- 
weights who lined up to stop 
t alk of further changes. 

Mike Wallace, an analyst 
at MMS in London, said the 
decision to revalue the Irish 
punt over a week ago opened 
up a range of possible 
changes. "This was a ’we’ve 
opened a box and now we 


are shutting it’ reaction." Mr 
Wallace said. 

The RMS central rates are 
now almost certain to 
become the bilateral rates 
set at the May summit. "The 
pre-announcement of bilat- 
eral rates requires about 
four different [BUI bodies. I 
think after the decision [on 
the punt], it will take five 
minutes," said Alfons Ver- 
plaetse, governor of Bel- 
gium’s central bank. 

■ The Bank of Greece inter- 
vened to strengthen the 
drachma, aiming to slowing 
down capital inflows and 
contain inflation, according 
to a report by Reuters. 

The central bank was said 

■ OTHER CURRENCIES 

liar 23 t S 

Cm* H> 57,0361 - 57.1355 340Z7D . 340300 
Huogay 353.779 - 354674211660 - 211.110 
Ml 5031-60 - 502840 3000X0 - 300QHO 
Ran* 05121 - 05126 03055 - 03056 
PN 47118 - 47196 23110 - 23140 
Maid 6JSW - 5J59S 34310 - 34*40 
fes* 101930 - 102024 63810 • 63830 
UAE 6.1563 - 6.1604 33728 - 3.6730 


to have sold a small amount 
of dollars for drachmas in 
the market. "The interven- 
tion was In line with the 
anti-inflationary character of 
the monetary policy and 
aimed to slow down capital 
inflows and reduce the cost 
of sterilisation operations,” a 
bank official said. 

Foreign exchange Inflows 
were worth more than $1.5brt 
last week, following the 
drachma’s devaluation and 
entry into the ERM. 

The drachma was also 
helped by a benchmark 10- 
year sovereign bond issue, 
worth DrlSObn. "There is 
currency demand relative to 
the bond market, which is 
seen to offer good value,” 
said Mike Wallace at MMS. 

■ The Bank of Israel yester- 
day lowered its key lending 
rate by 0.4 of a percentage 
point for April, to an annual 
rate of 12-2 per cent. The 
central bank said it was cut- 
ting rates because of sub- 
dued inflation. 
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130 

1 

IK 

IK 

H 

IB 

- 

150 

- 

S| 

53 

Sfl 

5K 

SB 

- 

350 

- 

fe 

B 


S 

K 

- 

050 

— 

tot 

St 

SB 

58 

St 


- 

- 

_• 

5.45 

6.49 

553 

558 

— 

— 

— 

_ 

43 

*i 

4 

41 

- 


“ 

- 

• 3M 

SPA 

3| 

38 

- 

“ 

“ 


IT* FT m nM B* Uw FT 
DMlMnlMKtaOU 
ID ntas m DM hr Be 


loan kMMk B*e m «■ ■* Bttlate" ta- fe7 renm i 

lmm mm m 


EURO CURRENCY INTEREST RATES 

Wr 23 


Belgian Fm 
bcdst) Krone 
Gran Marie 
Oufcfi Grider 
fan* fa* 
fabgucM 8c. 


Stria Fim 
Cmodbn Onto 
US Drier 
Man Lie 
Yen 


Stmt 

MID 

7 Ureys 
rota 

Ona 

00091 

Tima 

aom 

Sh 

3U-U 

3J-3H 

»-3H 

3M-3K 

38-Sfl 

3H-3K 

38-38 

38-3# 

3»-W 

4 - 3ft 

3K - 3M 

32-38 

3H - 3g 

31-38 

3S-3B 

0k-Vh 

31* - 3J 

34-38 

34-M 

3*-34 

31 - 3* 

38-34 

3B-38 

31-38 

30-3E 

4*-4* 

48-4| 

4TO- 4| 

44-« 

4A-« 

43*43, 

4S-4H 


44-4* 

41-4* 

78 - 7| 

7H-7K 

m-T* 

78-74 

71-74 

1 - K 

11 -IK 

13-18 

14 - 1 * 

18-18 

41 -411 

m -*H 

54-43 

41-4S 

g-s 

54-5* 

54-5J 

544-51 

5K -54 

58-^ 

5» -« 

544 - 5£ 

5| - 54 

SH-St 

*e - *» 

«-» 

B-fi 

B-K 

K-5 

8-» 

2U-2K 

6H- 3H 

8K-5H: 

6H- 5ft 

n- 6 


One 


«-44 

Si-Si 

3B-3B 

sa - m 

4n-4i 

414-44 

71-74 

»a -II 

5W-54 

51-51 

41-43 

I S 

5U-4V 


Eton i 


i MBS are a* kr M US Mr end It*, i 


; fan d tpt nafca 


■ ihrs warm rooe futures tautM* ofton me 



Open 

SW price 

Cheese 

*01 

low 

EsL red 

Open lot. 


96280 

95290 

+0010 

96200 

95255 

5339 

74,414 

Sap 

95.750 

SR IB 

- 

9R1S5 

95125 

3.148 

30,712 

■ THB HOHIH BKtCHAOK FUTURE (UPFQ* OKIm points id 10016 




Open 

Sea price 

0*4)0 

Htfi 

Low 

Eat «i 

Open hit 

Jun 

08210 

BC230 

+0.015 

95336 

95300 

48902 

431276 

Sep 

98.1S 

95.185 

+0.015 

95190 

95150 

PB 930 

348940 

DSC 

85.965 

95980 

+0010 

95990 

95045 

31444 

358*76 

Mar 

95.840 

85855 

+0.005 

95070 

95020 

27792 

327949 

■ DMEMUKTH EDnOMMK FUTURES (UFFET DM3a paHecd IOOK 




Opn 

Sell price 

CheilQa 

H0> 

Low 

Est voi 

Open hi 

fer 


9548 

- 



0 

200 

Hay 


9544 

- 



0 

1 

■ TWEE lBOriTH EUBOURA HIIUES (UFTQ* L10COB0 potato Of 100% 




Open 

Salt plica 

Change 

H0I 

Lore 

Eat. «i 

Open hi 

Jill 

9524 

9540 

+004 

95.42 

9524 

40730 

242673 

Sep 

9578 

9502 

+002 

9584 

9578 

26353 

230961 

Doc 

Ct^HO 

9589 

-tun 

9501 

9508 

20474 

178980 

Mar 

96.78 

9508 

+0 

9581 

95.76 

4850 

176063 

■ TUBS MONTH BJRO SMBS RUK FUIWES (LVTQSFrim poHa Ol 100% 



Open 

Sett price 

Change 

w 

Low 

■ESI vd 

Opn «. 

Jn 

9044 

9551 

+OOS 

9624 

9044 

13416 

58167 

Sep 

9629 

9824 

+007 

9038 

9829 

6854 

25817 

One 

98.10 

9514 

+006 

9515 

9509 

3012 

19905 

Mar 

98,05 

9506 

+008 

9506 

gam 

463 

7890 

■ 7MK MONTH HJB0TBI RnWES (UFFQ TlOOm pohiTO ol 100% 




Open 

Sett price 

Change 

Hgo 

Low 

EsL mi 

Open bit 

Jin 


9922 

+001 



D 

nh 

Sap 


9022 

+002 



D 

ata 

Dec 


9025 

+003 



0 

nrt 

■ THREE MONTH ECU HlimES J5TQ Eculan poWa of 1001b 




Open 

Satt price 

Bnge 

Hgli 

Life 

EU.nl 

Open lot 

Jun 

0580 

9502 

. 

9583 

9520 

854 

11636 

Sep 

9595 

9595 

+002 

9506 

9525 

(u 

14009 

One 

0503 

9595 

+O.02 

9505 

9503 

461 

6090 

Ms 

9594 

9595 

+001 

9504 

9504 

36 

5163 


lhe htana ten DIM on m 


■ BKOUm OPTIONS (UFTi) LlOOQa pomb Of 10M 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

■er 23 Bfr Drir Ffr 


Ml 


HXr 


PH 


CS 



Belgium 

(Bft 

100 

1548 

1525 

4048 

1030 

4775 

5.464 

2004 

4960 

4110 

21.06 

3957 

1082 

3761 

2052 

345.0 

2.439 


Denmark 

(OKI) 

54.12 

10 

8.794 

2024 

1.044 

2584 

2057 

1085 

2680 

222.4 

11.40 

2.141 

0.856 

2036 

1.435 

1870 

1020 

r- wt j. v 


IFFr) 

8124 

1107 

10 

2084 

1.188 

2939 

3063 

1203 

305.4 

2520 

1306 

2.435 

0073 

2015 

1032 

212.7 

1001 



(DM) 

2003 

3012 

3052 

1 

0098 

9840 

1.127 

4.134 

1020 

84.78 

4044 

0016 

00^ 

0776 

0047 

7108 

0003 



(ED 

51.82 

9075 

5420 

2012 

1 

2474 

2.831 

1009 

257.1 

2130 

1001 

2050 

OB20 

1048 

1074 

179.1 

1064 


My 

04 

2094 

0087 

0040 

0102 

0040 

100 

0.114 

0.420 

1009 

8.608 

0.441 

0083 

0033 

0070 

0056 

7037 

0051 


llnUimVlireln 

P) 

1530 

3082 

2074 

0887 

0053 

8730 

1 

3668 

9081 

7503 

3.855 

0724 

0089 

0086 

0485 

6305 

0446 



(NKr) 

4900 

Q?ai 

5108 

2019 

0063 

2383 

2.726 

10 

3470 

205.1 

1001 

1074 

0789 

1077 

1023 

1724 

1017 

f. *A. ' 


(Es) 

20.15 

3.724 

5275 

0977 

0389 

9620 

1.101 

4039 

100 

8204 

4045 

0797 

0019 

0.758 

0034 

6904 

0432 



Pa) 

2403 

4.498 

aopi 

1.180 

0470 

1162 

1.329 

4076 

1207 

100 

5.124 

0063 

0385 

0015 

0645 

8407 

0583 



(SKr) 

47.48 

5773 

7.715 

2002 

0016 

2267 

2.594 

9016 

235.6 

195.1 

10 

1.879 

0751 

1086 

1059 

164.1 

1.15B 

‘ 


(SR) 

2577 

4070 

4.107 

1025 

0488 

1207 

1081 

5065 

125.4 

1030 

trm 

1 

D/400 

0051 

0070 

8703 

0017 



93 

KL23 

11.68 

1027 

5065 

7020 

3019 

3455 

1207 

3137 

2590 

1132 

9 5112 

1 

2078 

1077 

21B0 

1042 

F. 


(CS) 

2600 

4.913 

4020 

1009 

0513 

1269 

1.453 

5028 

131.9 

1090 

5000 

1.052 

0420 

1 

0.705 

9107 

0049 

e-4- *-■ 


CS) 

37.71 

6068 

5128 

1028 

0728 

1801 

2060 

7058 

187.1 

1550 

7043 

1092 

0096 

1A1B 

1 

1303 

0020 



(ft 

2594 

5.347 

4.702 

1.403 

0558 

1382 

1.561 

5000 

1436 

1180 

6.095 

1.145 

0A5B 

1.088 

0767 

100 

0.706 


Ecu 


4009 

7075 

6061 

1087 

0.791 

1957 

2040 

8016 

203.4 

1680 

8034 

1.622 

0648 

1042 

1087 

141.7 

1 


Mi nwr. Fretei Hare, feraegwi Kraa. red 9taa h Snare per ill. BeMi R*. Ha. M I 
■ D-UHRK FUTDRB (MM) DM 125300 ptr DM 


l pa 100. 

■ JAMNB5E YH FUTURES (MM) You 125m per Yen 100 



Open 

trite 

Change 

W 

Low 

EsL nl 

Open tat 


Open 

lUte 

ChnrejB 

Kgn 

Lure 

Eat nl 

Open tat 

Jgp 

05486 

05493 

+00005 

00486 

05467 

16.733 

72.005 

Jun 

07761 

0.7744 

-00012 

0.7768 

07728 

1S048 

70.400 

Sen 

05531 

00521 

+00006 

00521 

05521 

7 

1056 

Sep 

- 

07750 

-00006 

- 

0.7850 

81 

1000 

Dec 


00541 

- 

- 

- 

2 

21 

Dec 

~ 

07957 

- 

— 

— 

5 

118 


■ smss fame wimes imm) sfr 125300 p« sft 


■ STHUM FUTURES (MM) 282,500 per 2 


Jin 

Sep 

OK 

06740 

04762 

OB827 

+00016 

+OOD13 

04765 00735 

06827 

14.137 

5 

61.431 

1037 

fei 

Sep 

1.6610 

10640 

10700 

10630 

+00080 

+00080 

14732 

14640 

1.6594 

14810 

80*4 

20 

37.758 

590’ 

- 

00890 

+00009 

00881 

3 

13 

Dec 

~ 

1.6550 

+00070 

1.8560 

— 

17 

13 



UK I NTEREST RATES 


LONDON MONEY RATES 

Mv 23 Over- 7 days 

ntaht oobes 


EMS EUROPEAN CURRENCY UNIT RATES 


0oa 

maoUa 


Three 


Sh One 

montts *•» 


tafcrtw* Sterihg 
storing CDs 
Tnasoy BBb 
Bank BBS 

Lad suOatly dept 
Obaxnt IBartet daps 


19-7 

7W - 7ta 

7J • 74 

7S-7S 

73-73 

74 -74 



7J - 74* 

73*78 

7S- 78 

7B-7J 

_ 

. 

71* - 7ft 

74-7J 

- 

- 

w 


7J-74 

74 * 71* 

Tfi-74 

- 

71 - 7 

7M-7 

78-74 

7J4-7S 

7» -78 

W-7B 

7Jb - 7 

74-71 

- 


" 


ng rata 754 

par cate hm Mw 6, 1897 




Up to 1 

1-3 

3-6 

6-9 

3-12 


imam 

manrii 

mentis 

months 

months 



Mar 23 

fa» CM. 
ten 

Rate 

against Ecu 

Change 
on day 

%+/-tram 
col tee 

% spread 
v mekea 

Ota. 

M. 

Greece 

357000 

348.160 

-1063 

-1*8 

206 

17 

betefld 

OJ9S244 

0.788688 

-0000275 

-005 

108 

S 

Italy 

195701 

195241 

+300 

-007 

058 

2 

Sprite 

160220 

186.129 

+02*3 

-005 

0-37 

0 

ftateotf 

B.D11S5 

£01925 

+001339 

0.13 

618 

-1 

Pntegai 

202.682 

202054 

+0237 

0.13 

OIB 

-1 

Raaca 

603186 

6.64583 

+000496 

621 

610 

-2 

Demerit 

7042S7 

705834 

+0.00429 

021 

610 

-1 

Bataban 

407B44 

408907 

+0.0305 

n to 

003 

-2 

Audita 

119119 

1X9504 

+00094 

02a 

003 

-2 

State 

1.97738 

1.98293 

+6001 48 

028 

003 

-3 

IteBwrtawts 

202799 

203*83 

+0002 

041 

000 

-2 

NON BM MBUBB1S 






IK 

04S3S44 

0046544 

-0003615 

-1.09 

141 

- 


■ irma Mown grams httdbb £ 500.000 pans re ido% 


Ecu cared mb Ml Br to Emtrerei Comorin Obm an m tecarinp nMM mg* Pocare 
to Etc a MM caaree daaris a «* *■«*■*■ rioas *■ tea hMen ire Mfe O* 
otorn boMea Ba oai nMM are En aM rm to ■ oraaqr. end la 
im*ii a to enrey* omm am mi re Ere cbm are nw» Stofag 
|dM BW t M reaered n 3% nw creM w regaM Mom rin 

■ PHOADaPHASE Eft OPnORS £31 .250 (cafe per pound) 


MMirattMM 



Jon 

Sep 

Dec 

Mar 

Jun 


Open 

9251 

9234 

92.77 

9236 

93.18 


Seeprt* Benge 

9251 -0.01 

9235 

9230 +601 

92.99 +0.01 

93.18 


«00 

8253 

92.67 

923? 

93.01 

9330 


Low ESI red 
9250 9248 

9234 9361 

92,77 14591 

9236 5607 

93.16 3911 


Open Mil 
158385 
108069 
147454 
77386 
77563 


Sttee 

Pitot 

1380 

1370 

1380 


Apr 

152 

137 

856 


CALLS 

MV 

256 

137 

1.45 


Jun 

337 

35S 

2.76 


Apr 

0.64 

151 

1.92 


Mav 

139 

257 

291 


158 

238 

231 


m laded » APT. f* Opm wood dpi to te** ** 

■ wmt.txBpgisaioo^ 


PlMOK B«a M, IM W1 IM 43 . Prei tort to* ei- Wto 13>capi*i M515 
■ PfKAOELPtM SE D-BABX/S OPIUMS DMB2500 {S per DM) 


Strike 

Price 


9275 


Jun 

0.10 

032 

0 


CALLS 

Sep 

026 

ai2 

035 


Dec 

0.42 

057 

015 


PUTS 

Jun Sep 

039 ait 

02G 022 

049 040 


Dee 

012 

052 

055 


wre. care STaa fwe i3« open «. M72ie p* zoez=7 


BASE LENDING RATES 


* 

AdamaCompnry 75S 
ASadhrohSanklGK 7J 25 
•Henry AnsbatdW 755 
Banco BfcucVtecaya 755 
Bank of Cyprus 756 
Bank ol Ireland 755 
Bankotlrrfa 7J2S 

Bark ol Scotland 7 - 25 
Barclays Bank 755 

Bril BkotWd East 755 
•BrtnmSrtcteySCoLkJ 75fi 
CM»*NA 7SS 

OydeedalaBank 75S 
77»C!Ktperaft«Bar*755 
CouttsSCo 

Cyprus Popular Ban* 7^ 
Duncan Lewria 


Exeter Trust limited 83S 
Fkiwica 8 Gen Bar* 630 
Mobert Plomnfl & Co755 
•Ounwss Mahon 755 
HO* Bank AO Zurich 7.2 
•HambnssBank 755 
HertaHe iOon MB»t755 
C. Hoars* Co 755 

Honokong & Stenghtf 755 
investor: Bar* (UK) LM735 
jrianHodoeBarik 755 
•iBCpoU Joseph 8 Sons 755 
Uoy* Bar* 

MdtfdBaA 

MBJWestminaBr 
•ReaBrothen 
BoyTOBholScofland 755 
QgoOBh tMdpas Bank 755 


755 

75S 

755 

755 


•Singer A FlWandar 755 
•Snm&WBamaon 755 
SuiBMong Gap L*J 755 
TS8 735 

United Bank si Kureri. 755 
Unity Trust Bank He 75S 
WWteawvLdMwr 755 
YortssroreBar* 755 

• MamCBsolLDrdo" 
Imestmem Bartirog 
AstocBdon 
• jnadmrtarafan 


Stria 

— 

CALLS 

— 

— 

PUTS — 

— 

Price 

Apr 

m 

Jan 

Apr 

% 

fe 

6640 

0.88 

1.22 

1.46 

0.15 

039 

056 

05*5 

654 

091 

1.18 

031 

007 

079 

0550 

030 

065 

090 

055 

OBI 

100 

Pmtousta'stoU Css ij9»te 1012 P*i. ta*) me in. Crib yw Pte t7027 


■ 1HBS roONHl HBODOUM (P«0 Sim pclnta of 100% 


Open 

Uteri awge 

Hgh 

LOW 

ESL nl 

Open M. 

jun 

9404 

9404 -602 

84-35 

9404 

28097 

462094 

Sep 

903 

903 -002 

9404 

94.32 

30589 

37*067 

Dec 

9405 

9425 -002 

9426 

9423 

C087 

285,426 

■ US THOSORY 6*1 fWUBBS BUM) 01m per 100% 




Jim 

9509 

95.10 -601 

95.11 

9508 

103 

4.496 

Sep 

_ 

85.1? 

- 

- 

5 

483 

Dec 

- 

95.18 

- 

- 

1 

3 


• Open Meri Sgs. n tar pmMK dtr 
■ EUMMAIK OPTOB (UFFCJ DRUM I»Wb cMOWi 


Strike 

ME8 
9625 
6659 
9676 
9700 
ExL «eL M 

■ EURO 


CALLS - 

Apr May Jun 

0365 0115 0120 

0(710 0615 £LD15 

. 0 0 0 

0 0 0 


puis 


0390 

0015 

0 

0 


Apr 

0015 

0160 

0.420 

0370 


0.155 


MW Jn 

0335 0340 

0785 0166 0530 

0.420 0420 0565 

0370 0370 0015 


hl core asm Pbb 4360 rm* riyH wee e*, cik 2940 M ns MOB 
SWISS FSAK OPIiUlS flJTB SFr i® points tfl 100 % 


SSlkS 

Price 

Jib 

- CALLS - 

Sep 

OK 

Jan 

— wis - 
Sep 

Dec 

9S7S 

O0S 

005 

004 

oa 

0.46 

005 

9908 

001 

602 

601 

000 

688 

oar 


Est <o UBL IWk 0 PW 0 Piretos nays (pm K. Cafe SS30 Me JJSO 


NOTICE OF PROPOSED 
STOCK DIVIDEND 
AND CLOSE OF 
SHAREHOLDERS’ REGISTER 
TO HOLDERS OF 

IAUIB) HCROQ^CTROMCS 
CORPORATION 
US$1 60,000,000 12S% Bonds 
Due 2004 (B» "Bonds") 
Pnnmnt to CUnae* 5(A) and 
6(D) Of the Trust Deed between 
Lbe Trustee and the United 
Microelectronics Corporation (the 
"Company”), dated June 8, 1994. 
we hereby notify yoo thac 
(l) The Company intends to 
declare a stock dividend in 
1998. The Company's Board of 
Director* on March 6. 1998 
adopted a raotanaa propon ng 
that lbe Company declared a 
nock dividend to Its holders of 
common ah area. The bolder 
will receive 0.29 common 
sfcarca for each co m mo n share 
bdd. As required by the ROC 
Company Law, rite abowstii- 
ed proposal must be snfcmtned 
ko die Company 1 1 annual meet- 
ing of shareholders for 
apyaovmi. The annual meeting 
of liarcinlderB is scheduled » 
be held on May 5. 1998. 

(21 Pursuant id Article 165 of the 
ROC Company Law. the 
Company must r.ina* h, ahare- 
boiders* reg Liter for recorda- 
tion for a period of 30 daya 
prior to the annual m eeti ng of 
shareholfterf. Therefore, no 
sfasmknklcr legtamioo will be 
made on the Company's 
Shared olden' Register be>- 
tweea Aprfl 6 to May 5, 1998. 
In adfition. no ooovenhm form 
Bondholders will be accepted 
by the Company during the 
said period. 

OWTSD MlCKOeUCTROWCB 
ConroKATSON 
By: /W Robert Ttan 
Chairman 


LLS. $150000^00 
HSBC Americas, Inc. o 


Floating Rats 

Subordinated Notes Due 2009 


asn*p«iM, 

Me>HMkl0M 


pwaanuneoHare u&sun.r* 
(MrimmueoMore u&reaoM 


OredK Sutos* FkBt Bostoq (Eurepa) lid. 


BUSINESSES 
FOR SALE 


Appear fat the Financial Dam 
every Towdsy, Friday and Satontay. 
For further btfonnatiore, 
or to advertise la this Motion, 


Marion Waddertwm 
+44 0171 873 4874 


Strike 

Price 

Jun 

- CMOS - 
Sap 

Doc 

Jen 

BBSS 

028 

063 

671 

013 

9560 

014 

642 

046 

024 

9575 

005 

0.25 

029 

040 

-Eri. wot KtoL Cria-9155-Blte 

Jf«l Piwinto IS 

nreasee ML. 

an 764J 


POTS 

Sep 

aoe 

0.10 

0.16 


Dec 

037 

0.10 

0L15 


This anrxHJncementappears as a matter of record only 


February 1998 


BT Industries 


US$ 200,000,000 
Syndicated Term Loan Facility 

Arrangers 

Dresdner Kleinwort Benson 
Swedbank - ForeningsSparbanken 

Lead Managers 

BBL France 

Banque Nationale de Paris London Branch 
Svenska Handelsbanken 

Managers 

Kredietbank N.V. Dublin Branch 
LB«Kiel - West LB Group 
Norddeutsche Landesbank Luxembourg SA 

Agent 

Dresdner Bank Luxembourg SJK. 


43 Dresdner Kleinwort Benson 



Swedbank 


General Motors 
Corporation 

Rader » ite C8VDSO DfiCLARAllON 
4ih Mach 1998. Notice is now Riven 
that the following ifisrobcoim is now 
payable against presentation to the 
Deposinay (as below) of Claim Forms 
listing Bearer Depository Receipt*. 
Grow [Horiwan Per Ltoa 130 Cmu 
Leu mUSWtohiUq-Ba 0513 Core 
2123 Oats 

OarereliiSS UtflUmjlU 

Barclays Bank PLC 
BCSSDquatoySemMt, 

8 Angel Court. London EC2R 3HT 


AHSCTT AIRCRAFT 
FOUMCCLTP 
IBD1I5JW.86B 
miiitai flata •<■■ ilii TH 

Naan Is hamBy glw aret ns atoal msibr 
lorttiapartad tan UBfdi20 PL 1888 id Jn 
24tN 1086 haa bore toad ■ SJ25 pw earn, 
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Oil prices surge on move by producers to cut output 

- .i«*s and on the DU price 


wranr 

By Robert Cofzne, Kenneth 
Gooding and Paul Sohnan 

World oil prices surged 
yesterday as markets reacted 
to the weekend move by 
some of the leading crude 
producers to cut output by 
between L6m and 2m barrels 
a day. 

The bellwether Brent 
Blend contract for May deliv- 
ery rose more than $2 a bar- 
rel on London's Interna- 
tional Petroleum Exchange 
in response to tbe initiative. 


which is founded on a tripar- 
tite pact between Saudi 
Arabia. Venezuela and 
Mexico to cut a combined 
600,000 b/d. 

In late trading, Brent was 
quoted at $15.12 a barret, 
well above Friday's close of 
$13.22. Early last week. 
Brent fell to a nine-year low 
of less than $12 a barrel- 

opinion is mixed about 
how effective the global cut- 
back may prove. Although 
officials who worked on the 
agreement in Riyadh say the 
firm removal of perhaps 
1.3m b/d should be enough to 


underpin higher prices, they 
acknowledge- that there are 
uncertainties about market 
fundamentals. 

One assumption appears 
to be that Iraqi exports this 
year under the enlarged UN 
oil for fnod programme will 
not Ik? much higher than the 
1.3m b/d seen in recent 
weeks. 

Officials believe it may 
take a year to make repairs 
to Iraq's oil infrastructure to 
enable Baghdad to meet the 
targets of an expanded pro- 
gramme. However, higher 
than expected Iraqi exports 


could make further cuts nec- 
essary. 

There is also uncertainty 
about global demand trends, 
especially in .Asia and the 
US. But the biggest uncer- 
tainty concerns stock levels, 
although officials- say higher 
than expected stocks would 
delay the stabilisation of 
prices at higher levels rather 
than scupper the initiative. 

Palladium's price jumped 
to an 15-year high yesterday 
on news that President Boris 
Yeltsin had sacked his gov- 
ernment. Russia provides 
about two-thirds of the 


world's requirements of the 
metal, which is essential in 
some industrial and automo- 
tive catalysts, and there 
were fears that the political 
upheaval could further delay 
exports. 

In 1997. bureaucratic hold- 
ups stopped all Russian 
exports for the first six 
months and created havoc in 
western markets. 

Yesterday afternoon in 
London, palladium was 
“fixed" at $288 a troy ounce, 
up $12.75 from Friday’s after- 
noon fix. As palladium 
began the year at S2Q2. the 


price has advanced nearly 43 
per cent as it has gradually 
become dear there mi g ht be 
a repeat of last year's Rus- 
sian problems. 

The head of the Russian 
finance ministry's precious 
metals and stones depart- 
ment told Reuters that palla- 
dium and platinum exports 
were unlikely to be affected 
by tbe government changes. 
But dealers said they would 
not- believe exports had 
begun until the metal began 
to arrive in the west 

Russia also accounts for 
abont 20 per cent of global 


nickel supplies and on the 
London Metal E* ctaig tta 
price increased by SU* * 
tonne, or 2 P er . c 2f" *+ 

$3,635. Traders pointed out 
that production and exports 
of base metals are more 
divorced from centralised 
control in Russia than pre- 
cious metals. 

White sugar prices on the 
London International Finan- 
cial Futures Exchange also 
w eak ened. Russia is to 
world's largest sugar 
importer and is expected to 
purchase 4.65m tonnes 
1997-98. 
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Drought hits 
Vietnam coffee 


By Jeremy Ckant 
In Boon Ha Thuot 


Drought has affected 45,000 
hectares of coffee in Viet- 
nam's main coffee-producing 
province of Daklak, with riv- 
ers and dams at their lowest 
in years and no immediate 
prospect of rain. 

“The dry season this year 
is very serious. I think that 
at a minimum- the crop will 
be reduced by 10 per cent," 
said Professor Phan Quoc 
Sung, director of Wasi, an 
agro-forestry research centre 
in tbe provincial capital 
Buon Ma Thuot. Daklak 
accounts for more than 65 
per cent of Vietnam's coffee 
production, which last year 
was 360,000 tonnes of mainly 
robusta beans. 

However, a foreign trader 
who inspected three coffee 
plantations over the week- 
end said it was still too early 
to judge the effect of the 
drought. “It's certainly dry 
but I haven’t yet seen any 
signs of trees dying." 

Coffee is one of Vietnam's 
top foreign exchange earn- 
ers, bringing in more than 
$500m last year. The country 
has been the focus of Asian 
trade for months since the El 
Niflo weather system caused 
drought in Indonesia and 
reduced production there. 

BASE METALS 

LONDON METAL EXCHANGE 

{Prices ton ftT w rig a mated Metal Trading] 

■ ALIMNUH. m3 mm (S per tonne] 


Vietnam could overtake 
Indonesia as Asia’s biggest 
producer of robusta beans 
but there are worries that 
exports will be hit if the dry 
weather persists. 

Prof Sung said that of the 

140.000 hectares under culti- 
vation in Daklak. farmers 
had been unable to irrigate 

40.000 hectares sufficiently. 

“At the moment in some 

areas the cherries are 
shrinking and in some oth- 
ers the cherries are falling ." 
he said. He estimated that 
yield on the poorly irrigated 
40,000 hectares could be 
down by 20 per cent by bar- 
vest time in November. 

The official Lao Dang 
newspaper said yesterday 
that water levels were criti- 
cally low at 50 per cent of 
dams in the province, with 
ground water down by 4 to 5 
metres on usual levels. 

The arrival of strong, dry 
winds on Sunday was likely 
to exacerbate the situation, 
with gusts whipping up top- 
soil around Buon Ma Thuot. 

Although Daklak has 
increased the area under cof- 
fee cultivation by 60,000 
hectares in the past five 
years, most has been planted 
on hillsides that are difficult 
to irrigate. Such areas were 
likely to suffer most from 
the drought. Prof Sung said. 


Metals supply 
rises faster 
than demand 


Western world base metals summary 


By Kenneth Gooding, 
Mining Correspondent 


There were strong increases 
in demand for aluminium, 
copper and nickel last year, 
in spite of the developing 
economic problems in Asia. 
But that was not enough to 
prevent substantial supply- 
surpluses building in these 
important global metal 
markets, according to the 
UK-based World Bureau of 
Metal Statistics. 

Meanwhile, world demand 
for tin and zinc fell last year 
compared with 1996. the 
WBMS says in its latest 
quarterly market review, 
while lead was the only Lon- 
don Metal Exchange traded 
commodity where consump- 
tion outpaced production. 

Global aluminium con- 
sumption last year increased 
by 2.76 per cent to 21.4m 
tonnes, say& the WBMS. Nev- 
ertheless. production 
increases in most of the lead- 
ing supplying countries. 
Including Russia, culminated 
in a 3.9 per cent jump in 
output to 21.8m tonnes. 

That drove the aluminium 
market to a surplus last year 


of 400.000 tonnes, after a defi- 
cit of 505.000 tonnes in 1996. 

The biggest percentage 
increases in aluminium out- 
put were in tbe United Arab 
Emirates (up 47 per cent to 
390.1X10 tonnes) and Australia 
(up 9.1 per cent to 1.495m 
tonnes). China remained the 
biggest producer, raising its 
output by 3.7 per cent to 
5.6m tonnes. 

Copper supply was already 
in surplus in 1996. by 240.000 
tonnes, and the surplus grew 
to 490.000 tonnes last year. A 
3.1 per cent rise in copper 
consumption to 12.67m 
tonnes was not enough to 
keep up with a 5.1 per cent 
jump in output to 13.365m 
tonnes. 

Most of the production 
increase came from Chile, 
which is rapidly catching up 
with the US. the world's 
leading producer of refined 
copper. Chile’s copper out- 
put jumped 21 per cent to 
2.116m tonnes, compared 
with 2.435m tonnes produced 
in tbe US. 

Among the LME traded 
metals, nickel saw the big- 
gest rise in global demand 
last year, by 5 per cent to 
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974,000 tonnes. This was in 
spite of a fall in consumption 
in two big markets - US 
demand fell 63 per cent to 
134JOO tonnes while Japan's 
fell by 5.2 per cent to 177.400 
tonnes. 

Nevertheless, total Asian 
nickel consumption was up 
9.9 per cent to 347,800 tonnes 
and in Europe demand rose 
13.8 per cent to 360.900 
tonnes. 

Nickel output also rose 
strongly, by 4.75 per cent to 
998,100 tonnes. This created 
a supply surplus of 23.600 
tonnes, down from a surplus 
of 25,400 tonnes in 1996. 

The global lead market 
moved from a 57,000 tonnes 
supply surplus in 1996 to a 
deficit of 125,000 tonnes last 
year. Consumption rose by 
1.6 per cent to 5.814m tonnes 


while output fell by 1.56 per 
cent to 5.689m tonnes. 

Tin demand fell by 3 per 
cent last year to 226.300 
tonnes. However, output was 
confined to a rise of just 
under l per cent, to 226.600 
tonnes, leaving the market 
virtually in balance. In 1996 
there was an &800 tonne sup- 
ply deficit 

The WBMS says zinc 
demand also fell last year, 
by 1.3 per cent to 7.442m 
tonnes but output increased 
by 425 per cent to 7.713m 
tonnes to leave the market 
with a 271,000 supply surplus 
compared with the 135,600 
tonnes deficit in 1996. 

Quarterly summary of 
World Metal Statistics, from 
the WBMS. 27a High Street. 
Ware. Herts. SG12 9BA. 
England. £750 a year. 


India suffers 
cashew shortage 


By Kraal Bose in Calcutta 


The price of cashew kernel 
has fallen nearly 6 per cent 
in 10 months to RslTS ($4.51) 
a kg, as Vietnam has begun 
to challenge India and Bra- 
zil, the world's two largest 
exporters. 

Industry officials say Viet- 
nam is increasing exports to 
the US. Australia and Asian 
countries, and should 
achieve its export target of 
86,000 tonnes by 2005. It 
plans to export 30.000 tonnes 
this year. 

Cashew kernel is the 
export product created from 
the processing of raw 
cashew nuts. 

According to the Indian 
Cashew Export Promotion 
Council. Vietnam has 
increased land under cashew 
plants from less than 50,000 
hectares to 350.000 hectares 
in the past 13 years. During 
♦ha t time its farming of raw 
nuts has grown from 3.000 
tonnes to 140.000 tonnes. 

Until four years ago. 
Indian processors imported 
large quantities of raw nuts 
from Vietnam. “This source 
has completely dried up as 
Vietnam has built a process- 
ing capacity of 150,000 
tonnes of raw nuts distrib- 
uted over 52 factories," said 
an exporter. 


India. and Brazil also fece 
competition from Indonesia 
as the world market for 
cashew nuts grows by nearly 
10 per cent a year. 

Industry officials say the 
Indian processing industry; 
which has a capacity of 
about 600,000 tonnes of raw- 
nuts a year, is finding it 
increasingly difficult to get 
adequate supplies. 

“The domestic production 
of raw nuts varies ' from 
420.000 tonnes to 450,000 
tonnes a year." said an 
exporter. “But as the other 
producing countries have 
decided to raise exports trf 
cashew kernel, importing 
raw nuts is a problem.” 

To increase its cashew nut 
crop. India needs to replace 
“senile" plants of more than 
30 years old which occupy 47 
per cent of the 635.000 hect- 
ares under the crop. The pro- 
ductivity of senile plants is 
less than 450kg a hectare 
compared with 730kg a hect- 
are in areas under scientifi- 
cally managed new planta- 
tions. 

According to the cashew 
research centre of the Kerala 
Agricultural University in 
southern India, the country's 
vast wasteland offers - 
“immense scope” for cultiva- 
tion of tbe highly drought 
resistant cashew crop. 



Cart 

3 mill* 

CtoH 

14165-95 

1446-65 

fterixa 

1431-32 

1458-99 



14550448 

AM CSSfcnl 

14165-195 

1446-465 

Kerb dose 


1452-3 

Open fnt 

251.154 


Tntt Italy tamer 

50.192 


■ ALOW DM ALLOT (5 per bnoe) 


GK£8 

1255-8 

1285-8 

Previous 

1270-75 

1297-99 

MOMdw 


130571290 

AM Official 

1255-58 

1285-88 

tot) dose 


1300-05 

Open InL 

5-228 


Total 4a#j tunarar 

1.447 


■ LEAD (5 per Homo] 



Ctoae 

569-95 

568-9 

Prevous 

ccc rc 
JttTDO 

561-62 

Mobriow 


576/565 

AM Official 

56969.5 

568-69 

Kerb ctoae 


571-2 

Open InL 

33/157 


Total Ate tranww 

10508 


H KCXa (S per tome) 


Oosb 

5450-60 

5550-55 

Previous 

5430-40 

5520-25 

figWiow 


5650/5510 

AM OflUal 

5450-60 

5550-55 

Korti ctoae 


5635-40 

Open WL 

50506 


TtaH «dy tamer 

17,198 


■ TH (S per tom) 



Close 

5500-10 

5490-95 

Previois 

5480-80 

5470-75 

ttflMon 


5500/5480 

AM Official 

5500-10 

5490-95 

Kern dose 


5490-500 

Open Uit 

15.175 


Total dHy lain* 

£801 


H ZHC, sped*) blgb grate (S per toonri 

dote 

1051-2 

107945 

PlWBUB 

1044,5-455 

1070-71 

teptftaw 


109271073 

AM Official 

1051-52 

1076-765 

Kw 1 > dose 


1087-8 

Open taL 

74.138 


Tod Oa*r tinner 

1B594 


■ COPrat, grade A (S per finn) 


Close 

17425-35 

1788-9 

Previous 

17355-385 

17625-633) 

Ug Mow 


1798/1760 

AM Official 

17425-435 

1788-69 

Herti dose 


1794-5 

Open toL 

160.483 


Total 4Uy tomover 

49569 


■ LME AM OHcM EH Nil: 15770 


UK Ctostog EIS iWc 15790 



Precious Metals continued 

■ BOLD CCMEX (100 Troy oz.: Srtroy 02 .) 

Sed Days Open 

price dnnga Mgh tow Vol hit 
liar 291.7 _____ 

Apr 299.5 *7.3 2S9.fi 2923 21.585 68.232 

Jib 3012 *7.4 30IS 294.4 6520 47.1m 

Ang 3012 +7.4 3010 297.3 109 7.400 

Oct 3092 +7.4 300.3 2992 94 4.06? 

Dee 307J2 +7.4 306.0 301.1 63 15544 

Total 28,103193,987 

■ PtATBBW NWEX (50 Troy ol: Sriroy op 
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17,081 8£953 


ENERGY 

■ CRUS 00. HYMEX (1.000 barrels. Stem* 


latest Day's 
price change Hgh 

1665 +204 1750 
1695 +159 1750 
1680 *1.49 16fi1 
17.11 *1.50 17.11 
1724 +137 
17.52 +1.38 


May 
Jan 
Jut 
Ang 
Sep 
Oct 
Total 

■ CnUDEOLFECS/Uin* 


17.37 

1758 


Open 

Low Vd tat 

1675 76,466 1302k 
15 51 16301 81.161 
16.40 7.200 37.977 
16.96 3.485 21.468 
17.10 1.069 23.944 
1720 911 16287 

163,689489568 


GRAINS AND OIL SEEDS 

■ WHEAT LffFE (100 tonnes, £ pw mnne) 

Sett Day's Open 

price change Hgh Lew Vot tat 

Mar 73.75 +0.40 7335 7335 5 7 

Hay 73 75 -1 10 7425 7335 124 2.601 

M 7575 -1 15 7625 7550 102 1373 

Sep 7530 -D.75 75.00 7500 5 123 

HOT T78Q -0.75 7725 76.50 158 1606 

Total 434 7JZ81 

■ WHEAT C8T 15 00ttm min; ce«»B(W) Cashel) 

Hay 33225 *450 333 00 325 00 12.808 42320 

M 341.75 +425 342.00 334.50 7J532 38.704 

Sep 350.50 +425 351.00 344 00 607 5.495 

Dec 36225 +4 75 363.00 355.00 1.294 11.252 

Har 36800 +3 00 365.00 36430 24 696 

Jut 359.00 +1.00 37 

Total 22297 98,133 

■ MAIZE CBT 6,000 bu mtt cwtsffi68> hsatfi 

Hay 26675 +2 75 267.00 26350 49.l93l29.895 

Jut 273.00 +2 75 27J25 270.00 20.347111.929 

Sap 276.00 +2.00 27650 274 00 3202 24.111 

Dec 27725 +1.75 27720 275.00 16.560 92.490 

liar 283.75 +2.00 283.75 281 50 705 6.640 

Hey 286.00 +1.50 288.00 285.00 13 256 

Total 90,734 3S7.BE 

H BAfflJT UFFE flOQ tonnes. E par tonne) 

Mar 73.75 +0.25 - 

May 73.75 -1.25 - 252 

Sep 7325 -0.75 12 

Nov 7525 -0.75 7525 75.00 46 481 

Jan 77.25 -0 75 77.25 7725 10 72 

Total 56 817 

■ SOTABEAHS CBT ROOOtu rota caataWto Dudirt 

May 65150 +6 00 652.00 645.75 31.941 68.474 

M 654 SO +6.00 654.75 648 75 8.246 43.863 

Aug 654.75 +5.50 655.50 650.50 1.659 8.984 

Sep 641.00 +4 00 64300 639 00 321 1.617 

Hot 635.50 +4 00 636.00 632.00 3546 29225 

tan 64150 +3 SO 64050 61850 75 910 

Total 4M22 154.174 

■ SOYABEAN OS. CBT (60.000 DC cents/*) 


SOFTS 

■ COCOA LUTE (10 lames; E/tmM 


MEAT AND LIVESTOCK 

■ LIVE CATTLE cue (40800tos canta/BE) 
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Sett Bay's 
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Vol M 


Price change FSgli Low M 

M 

Mar 
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+3 
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13 159 

AW 
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+3 
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60900 +0.050 69.125 68800 1.083 

8365 
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+3 
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£531 

Hot 
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+2 
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303 37,365 

FUi 

71.050+0.100 71.150 70.900 10 

602 

Total 





9JB5 161,286 
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100985 

H COCOA CSCE (10 tarn; S/tames) 


■ LEAH H08S CUE (40,00018; centefltei 
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+23 
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5£12S+05S 52J5I1 51300 3589 

13JQ00 

M 

1697 

+27 

1701 

1677 £162 17,446 

Jm 
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1753 
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hot 
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H COFEE X* CSCE (37,SOOtos, centaflta) 



Itey 

14810 
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14240 

+135 143^ 14035 £290 

6339 
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4,694 

Doc 

13080 

- 13135 129.00 

579 

3,461 

Hot 

12735 

- 128.00 127.00 

115 

1.112 

hot 

125.75 

- 12675 12600 

7 

535 

Total 



12880 32J32 

■ COfflEE (ICO) (US cenb/pnimfi 





■ P0BKBB1ES CUE (40800fta; centtflW 

Har 46500+1400 48500 46550 16 53 

Hpy 47.125+1.450 47550 45500 923 5574 

M 45.775+1.675 48250 44600 Z77 2222 

Ang 44250+1500 45200 43500 81 987 

Sop 47500+2500 47500 46500 - 16 

Total 1297 9,182 


LONDON TRADED OPTIONS 



Mot 20 Pm. toy 1 

Camp. <ta*y 11924 118.03 

15 toy average 119.73 12020 


Latatt Day's Open 

price change Hgh Low Vol tat 

Hay 1525 +153 1553 14.78 552V1 76260 

.ton 1552 +150 1552 1506 18547 40,431 

Jri 1555 +1.67 1556 15.30 4214 17203 

Aug 1552 +1.62 16.10 15.55 3.453 12.139 

Sap 1550 +0.42 1622 1555 2.134 12521 

Od 16.10 +128 1639 1652 327 9.322 

Total aft nta 

■ IBOWO OH. OTMEX (42,000 US gate.- I/US |p*ai 

Itaest Day*» Opts 

price change Hgl Lon W U 

45.63 +4.95 4600 43.40 14556 33546 
46.10 +426 4720 4185 9,932 39,097 


HOT 

27.47 

-0.18 

27.90 

27.45 10896 60.582 

H WHITE SOUR UFFE (50 tomes Statnal 


Jul 

27.67 

-014 

2880 

27.65 

4.982 49.435 








Ang 

2786 

-082 

2783 

2750 

1865 7.736 

mot 

2718 

-1.3 

27£7 

270.0 

925 16.667 

Sep 

27.35 

-0.05 

2780 

27.45 

304 5375 

Ang 

274.0 

-J.1 

2743 

272.1 

467 

9872 

Oct 

2683 

-0.17 

27.05 

26.85 

924 4357 

Od 

2763 

-1.0 

277.0 

2757 

290 

6542 

Dec 

26 69 

-0.14 

26.93 

26.70 

£470 13.634 

Dee 

2783 

-13 

2793 

2783 

70 

788 

fata 





20899180875 

Hot 

2B1.6 

+03 

281.0 

2805 

45 

1801 

H SOYABEAN MEAL COT (100 tons: Stan 

Mm 

284.1 

-0.3 

285.0 

285 8 

• 50 

389 







Total 





1,777 35390 


Apr 


May 1685 +3.1 1690 165.7 9593 58.053 

Jm 171.9 +32 1735 1668 6267 34.414 

Aug 1722 +15 1732 1767 1018 13.560 

Sap 1745 +17 174 4 1722 604 10,060 

Oct 174.5 +22 1742 1730 286 4587 

Due 1785 *25 1775 1767 2507 12.777 

Total 20519 134,141 

■ POTATOES LFFE {20 tomes; E (nr tomei 


Spot 1.6789 3 MB I-6TM E DCs 126(9 3 Hitt 15506 


■ UGH SHADE COPPER (CODEX) 


Jun 

4572 

+480 

45.72 

43.00 

2856 22840 

Apr 

65.0 

+1.0 

65.0 

63.0 

26 

558 

H CO 

Jul 

4882 

+480 

4682 

4630 

1.S24 17354 

hot 

728 

+18 

72.0 

708 

21 

340 

Ate 

4730 


47.67 

47.10 

1307 1£375 

Jin 

828 

+18 

_ 

- 

- 

- 

May 

Sot 

48.77 

+480 

48.77 

48.40 

808 10.972 

No* 

59.0 

*1.0 

- 

_ 

_ 

_ 

M 

Total 





35883187,753 

Hot 

B8.0 

- 


_ 

- 

- 

0d 







fatal 





57 

1,154 

Ore 

■ GAS ML PE iStane) 




■ FHBGHT (Bff-tlQ UFFE (SIQ/bdax ponQ 



Mar 

Total 



Sett 

HOT* 



Open 


ivtas cteage 

Low 

M fat 

Hot 

8085 

♦1.70 

8135 

79.50 

632 1309 

Apr 

8130 

+1.70 

6135 

8085 

532 3322 

Kv 

8185 

+130 

82.10 

saos 

£879 26,020 

Jm 

8185 

+1.55 


8030 

29 £239 

M 

8280 

+1.45 

8£40 

8050 

512 10338 

«ug 

fata 

8230 

+1.45 

K»gi 

8130 

18 1355 


sen Dari 

price change Mgh Low 

Apr 13600 +1525 1-ELM 13850 

Hay 14150 +1550 14425 13675 

Jm 14380 +1175 14625 14150 

JBl 145.75 +1325 148.75 14175 

AU| 14650 +1225 15600 147.75 

Sep 15150 +1250 15320 15050 


0pm 
Vol M 

18536 34.451 
11224 19.789 
3501 15544 
571 9549 
1568 8252 
1,751 8,821 
3*500143530 


988 

1OQ0 

-2 

-16 

996 

imn 

998 

qqn 

4 

340 

7*17 

■ ORANGE JOKE NYCE (1580Q&S; cedsflta) 

1025 

■uuu 

1030 

1020 

5 

Il< 

231 

Hay 

108.55 

-135 110.15 108.10 £467 2£024 

940 

-20 

930 

330 

5 

2S9 

Jd 

Ml 70 

-0.95 113.00 11180 483 7362 

1085 

- 

_ 

_ 

- 

131 

SOT 

11430 

-1.10 11530 114.40 95 £402 

One 

1025 

rm 

1035 



39 

1893 

Nov 

Ja 

Har 

fatal 

11680 

11735 

11935 

-080 117.75 116.00 101 £169 
-030 - - 130 1343 

-am - - 10 749 

!l,ww <HI(Wfl 


PRECIOUS METALS 
■ uhoon Burnt market 

(Prices anted by H M RottscMfl) 


H OTfllttAL BAS ff6 (1500 teas peace pw awn) 

Apr 6670 -0.150 6700 6600 55 2545 

H« 6650-0.130 6650 8550 5 2.000 

Total 2B0 16480 

■ MATWAL BAS HUB (10.000 mmSau SftmBtaJ 


GoHfTroy tsj 
Ctoae 


Morning Ita 
Alteram te 
Day's Hgti 
Day's in* 
Fima dsn 
UKaUtaMam 

1 month 

2 norms 

3 Onatba 

Steer Fix 

sw 

3 months 
6 months 
1 year 

Sold Cotas 
Krugerrand 
Kpetw* 

tew SoMMign 


S pice 
393ZM93J0 
2335629140 
29180 
29100 
25350-29420 
29188-292.10 
29240-29250 


£ equto SFraquto 


176224 

174521 


438521 

437,010 


Jon 

M 

Aug 

&g> 


Latest Day 1 ! 
price thu g* Hgh 
2585+0542 143) 
1425+0557 1460 
1430+0551 1460 
£450 +6080 £460 
£450+0548 £470 
£460 +0558 £465 


Open 

In M U 

1326 36291 30256 
2260 23213 31228 
1380 5.706 16.438 
£400 4.715 11957 
£400 3.463 14.194 
£402 £772 10271 


Har 
Apr 

■ay 

Jut 
Oct 

Total 

m 

PULP AND PAPER 

H HAPEl OMX (USS: 24 air dty tonal 

Sett Day's Open 

price change Hgh Law HU lot 
■ar 52150 -650 52100 520.50 25 605 

Jm 540.00 -10.0 54620 540 30 35 IIS 

Total yog {£8 

FUTURES DATA 
AS 


rn StlGAfl 11' CSCE tmooote emto/te) 

Hay 683 -055 988 9.7515526 76714 

JM 660 -0.07 687 928 5.306 36563 

Oct 984 -052 688 680 £807 4£581 

Mot 1020 +0.07 1021 H13 1225 17,145 

May 1025 +054 1026 1022 36 £278 

JM 1627 +0.03 1027 1026 4 3258 

Total 24216110530 


6668 +0.31 6925 8621 4.440 29233 
7154 +025 71.15 70.80 1.981 16354 
7353 +059 7310 7225 126 2259 
7454 +0.15 74.15 7320 1570 25599 
7100 +620 75.05 7425 15 1289 

7558 78597 


Strike price S tome 

-CaBs- 

— Pnta 1 — 

H ALUMB80M 





(99.7%) LME 

May 

Aifl 

May 

Aug 

1400 ._ 

55 

96 

17 

29 

1425 

44 

80 

26 

38 

1450 

31 

66 

38 

48 

H copra 





(Grade A) LME 

May 

Aug 

May 

Ang 

1750 

80 

115 

42 

67 

7800 

55 

91 

66 

91 

1850 

35 

70 

96 

119 

H COFFEEUFTE 

liar 

May 

Mar 

May 

1650 

105 

116 

15 

58 

1700 

69 

89 

29 

79 

1750. 

42 

68 

52 

108 

H COCOA LUTE 

May 

Jul 

May 

Jul 

irwn 

49 

74 

B 

20 

1075 

32 

■58 

16 

29 

1100 ... 

19 

45 

28 

41 

H HHTCaaCPE 

Mar 

Air 

Mar 

Apr 

1300 

- 

. 

5 

33 

1350 

155 




1400 . _.... 

- 

153 

26 

34 


CROSSWORD 

No. 9,639 Set by DANTE 


LONDON SPOT MARKETS 

■ GBflDE OIL FOB (par Panel] 


+or- 


Dutal £12.78-256* +1.68 

Brant Bland (dated) 51452-4.45 +152 

Brant Blend Atari 51550-5.03 + 1.635 

W.T.L 51635-6.40* +1.G2S 

H OB. PRODUCTS prompt dritewy Cf (n ame) 

Prarakan GascAne SI 63-170 +23 

&e 01 SI 38-139 +15 

Heavy Fuel 03 S61-63 +2 

KaiMw £146-148 +12 

Jet 1M $147-149 +15 

Diesel £142-143 +16 

H MATOBAL 6 AS (PBiCEdhetm) 

toll (Apri 6768 B0 -0.10 

WriWAps « lamkn (PI71 J SSS 082 
■ OTHER 



VOLUME DATA 

Open interest ant Mm dab shown In contracts 
traded in GOMEL. NYIEX, CBT. NYCE. 0&. CSCE 
and PE Crude 08 are ore ray in aneras. vdumo ft 
Open Interest totals are kr at traded mongo. 


Bold (par any agA 
Stow (per hay oz# 
Ptaflnum (per buy is.) 
Paltodwi |per troy tra) 


INDICES 


1 landtag Rates (Yu USS) 

3.75 8 noma... _ £73 

3.72 12 Date IBS 

fata 




84893711,987 

3.72 


■i wlduioj i ii im u 


pflny 02. 
37735 

US da on hr. 
B37M 

i'ari*M« 1 uuu uss earns,; crust gate) 


Utad 

DOTS 


OpM 

37335 



price 

dung* 

u* 

Law Vol u 

37X85 

62035 

Apr 

5430 

+432 

5600 

5280 15303 24859 

371.70 

B1X00 

Hay 

5435 

+438 

5680 

5035 11385 38356 

S price 

£ BQUhr. 

Jm 

5485 

+4.00 

5*85 

5030 £032 17384 

292*284 

174-176 

J d 

5437 

+480 

5437 

53JJ7 £0:9 12.020 



Ate 

5430 

+£83 

5437 

5X65 9812 8^3 

88-72 

40-43 

Sep 

TOM 

54.12 

+480 

54.12 

5140 449 7827 

34837108348 


Tea from the Ten BroAere' Association 

L^riett Fair (demand. Burundi teas sold « 
ww rates but other Africans were easier. 
Offshore: selective demand with prices 
Pries ncficabons (previous sate in 
tractae* beat avafebte lB5p |206p*. good 
IfiOp (182p). good medium 150p (16Sp). 
"•edluni 130p (I65p), low medium 103p 
(fiOp). The highest price reafeed (he week 
was 185» far Bltaindl PO. 

The London Tea Auction is now tortntghtty- 
The next report w*i appear on April 7. 


■ (teuton (Bess 18/B/31 = 100) 

Mar 23 

Mar 20 monta » 

yw w 

16863 

1684.) 17157 

19778 

H CRB Fnmm (Base 1967 a 100) 


Har 20 

Har ig naMti ago 

year «go 

22667 

22636 


H OSH Spot (Bare: 1970 = 100) 


Iter 20 

Hot 10 nwidh ago 

yew ago 

16£«0 

182.40 18930 

19531 

UE HUR&HUSE STOCKS (MiotO 


Munteaw 

-2,325 to 

548.700 

Aknttra rihrr 

-160 to 

45380 

faw 

-3,625 to 

349325 

lot 

-MB to 

B£900 

ucta 

-54 la 

«338 

Ztac 

-i.ioo B 

469200 


+125 a 

£740 


Lead 015 prod.) 

Th (Kuala Lumpur) 

Tin (tew rorit) 
came (toe weigh!) 

Sheep firvfl weight) . 

Pigs (ton weigU)t 
Lim. day sugar irmt 
Lm. d» sugar (vriej 
Barley (Eng. teed) 

Mats (US No3 VMM] 

Wheat (US Dark North] 

Rubber (Api)V 
tetter (Hay)f 
Rutter (XL RSS Hal] 

Coconut 01 (Phm§ 

Palm OB (7tatay-£ 

Copra (PHfi 
Soyabeans (US) 

Doan ditto*' A' Men 
WMkpc (649 Supeil 
ipwr Mess o awt ta) •___ „ „„ 
*•." fctete 1 yssfa r tettJw t ttot- 

Bo®*** * Mon owtat rune -0 m» 
hM 0 page ecu 


*233.45 

♦1JD 

62430c 

+31 JS 

S41&00 

+430 

S2B8.00 

-+12.75 

850C 


4580C 


193Tr 


361J 


85.30u 

-aitr 

101 ,00p 

*6.31- 

7087p 

-034* 

S344J0 

*130 

SZ74.80 

+120 

UK) 


£10980 


Ifaq 


‘47.50P 


4780p 


27880m 

£00 

595. Oy 


B4O.0 


5380 Oy 


1758 


68J5 

■0.10 

376p 

-4 


ACROSS 

l Instrumentalist gives beam. 

standing beside bar (8) 

5 As arranged, keep up the 
maintenance 16) 

9 Wine found in many oicnlc 
baskets (8) 

10 Girl seen in Soviet space 
station one morning (6) 

12 Keeping dry wine? (5) 

13 This may point out a direc- 
tion - but not east (9) 

14 Manages to rope in live art- 
ist (6) 

lfi Delay a defeat (3-1) 

19 You can’t get out if these 
are not kept open (71 

21 Wiseacre makes a wittl- 
cbm. spoken in French (6) 

23 Making a bolt for one pel- 
met, perhaps (9) 

25 Am in a confused state - 
it's a mental illness (5) 

26 Ignorant and under a mis- 
conception (.6) 

27 To surpass score is excel- 
lent (3-5) 

28 Proceeded to take legal 
action in the end (6) 

29 I need to think, and I want 
to look (3,2.3) 


DOWN 

1 Suit to change Into? 

2 Such a person is w< 
not having money 
bank (2-7) 

3 Rising professional 
plant (5) 

4 Difficulties in w 
coastal navigator n 
himself (7) 

6 Royal offspring nol 
university (9) 

7 Are no longer first fl 

8 Welsh town in wh 
leaves drop (8) 

II Final date in the Jul 
endar? (4) 

15 Clear estimate folic 

_ mer one (9) 

I” A right rotten seat c 
off (9) 

18 A variety of tube 
admit (2^,4) 

2® Next year grass 
player (4) 

*1 Dip in the road is 
Jem for the tinker (■ 

22 Get me out one wo 
one iron golf club' « 
imagined monster 
turbed, rose abou 
night (5) 

25 A wee drop in the ba 


SSKSfSSW.'ftSStSSS.' 
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Sterling strength caps oil-fuelled 


LONDON STOCK EXCHANGE 

il-fuelled Footsie ! 


gams 


By Steve Thompson, 

UK Stock Market Editor 

Any chances of a quiet start 
to the week in UK equities, 
after last Friday's fireworks, 
disappeared with news of the 
deal agreed over the week- 
end by Saudi Arabia. Mexico 
and Venezuela to cut their 
oil output 

That news saw oil prices 
surge and transformed the 
ofl sector, which has under- 
performed the market by a 
wide margin over recent 
months. 

But not even a rampant oil 


sector could prevent an over- 
all slide in the FTSE 100 
index yesterday, as a further 
appreciation in sterling 
encouraged a bout of sus- 
tained profit-taking in many 
front-line stocks. 

At the close, Footsie ended 
9.3 lower at 5.947.0, having 
hit 6,023.1 at the day's best. 
London was not helped by a 
poor opening on Wall Street, 
where the Dow Jones Indus- 
trial Average dipped more 
than 50 points not long after 
the start of trade. 

Second-line stocks, repre- 
sented by the FTSE 250. 
closed below the day’s best, 
but never really threatened 


to dip into negative ground. 
The index settled 9.5 up at a 
record close of 5.525. after 
hit ting a peak of 5.529.1. its 
tenth consecutive high. 

The FTSE SmallCap deliv- 
ered a mure sedate perfor- 
mance. but. like the 250 
index, was always well 
underpinned by buyers, clos- 
ing 2.6 up at a record close of 
2. .610.5 At its best, the index 
touched 2.611.9. 

Sterling's latest upward 
move was instrumental in 
capping an initial oil-fuelled 
surge in the FTSE 100 that 
pushed back past 6.000. only 
to fall back below that level 
in less than an hour. 


The rise in sterling was 
caused in part by the reac- 
tion of foreign exchange 
markets to the sacking of 
the entire Russian govern- 
ment by President Yeltsin 
but also" by strong oil prices 
and expectations that Euro- 
pean monetary union will 
embrace currencies of some 
of the perceived weaker 
economies, such as Italy. 

In mid-afternoon, the Bank 
of England's trade-weighted 
index reached 107.9. Its high- 
est reading for at least nine 
years. 

Oil shares delivered a 
breathtaking performance, 
racing ahead from the outset 


as dealers scrambled to fill 
in short positions in the sec- 
tor. 

Hie sector is among those 
most favoured by US inves- 
tors, and dealers said Wall 
Street's surge on Friday, 
when the Dow Janes Indus- 
trial Average shot up 103 
points to top SJJ00, would 
have increased the upside 
pressure on BP and ShelL 

Gains in the four oQ stocks 
included in the FTSE 100 
accounted for 36 points on 
the index, with BP's 7 per 
cent rise alone worth over 21 
points and Shell’s 4 per cent 
gum jv^imiTTig for a further 
10.5 points. 


Outside that area, how- 
ever. it was hard going for 
the leading stocks, especially 
big exporters and currency- 
sensitive comparries. 

But the OK equity team at 
CSFB sounded an encourag- 
ing note, commenting: 
“While not formally chang - 
ing oar once bulhsh-looktag 
end year target of 6£00 just 
yet, lots of each and QO sup- 
ply points to an overshoot” 

Turnover at the 6pm cut- 
off point was 800m shares, 
with that. number boosted 
considerably by exc ep tional 
activity in oHs, where a total 
of 70m shares in BP, Shell 
and Centrica changed hands. 


FTSEAfrStiam index 
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FTSE IDO ' 

FTSE 290 
FTSE 350 
FTSEAtSBm 
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947.0 -&3 H 30 ' 
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Best pe rto tmi m sectors 

1 OS: EnteQntsd — —— — — 

2 OS Exjfcnjdon 

3 Rooms — — 

4 asOMUMJCO- — 

5 /taMfcBBoraiFS 


Want perfonraeg i 

+ft0 1 Tobacco 

+54 2 RrtJfew Foal - 

+42 3 BedredcSBoc — 

„„_-+38 * BaBftw ariflg - 

s niauuuatah 
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T>T> cfQl*C stock from “hold" to “buy". 
If 1 kSlrd,.!. The broker made the same 

recommendation in Lasmo. 
which was the second best 
$1 Cl Q j I C performer in the FTSE 100. 

^ v Steve Turner at James Cape! 

~m • said the move was “in recog- 

CnlTlP nition of the likely recovery 

In 0 |j prices back to the tra- 
ditionaJ $17 to $18 a barrel 

COMPAN IES BEPOH T the first feedback 


By Joel Kibazo and Martin Brice 

The spotlight was firmly 
fixed on oils as the sector 
responded to the weekend 
agreement by three leading 
producers to cut crude oil 
production. 

Saudi Arabia, Venezuela 
and Mexico agreed to cut 
surplus output in a deal 
which could pave the way 
for as much as 2m barrels a 
day being withdrawn from 
the oversupplied world oil 
markets. 

News of the deal triggered 
a rally in world on prices 
and a buying spree among 
oil stocks that helped to pre- 
vent a sharper decline in the 
overall market. 

Oil stocks provided the 
four best performers in Foot- 
sie. British Petroleum 
headed that list after the 
shares jumped 66'A to 933'Ap. 
Volume was a hefty 20m. 

That strong advance also 
followed a press report say- 
ing the UK oil giant is plan- 
ning to buy Imperial Chemi- 
cal Industries' petro- 
chemical plant at Wilton, 
Cleveland. The plant is up 
for sale in the last stage of 
the disposal of ICTs indus- 
trial chemicals business. 

Sentiment in BP was fur- 
ther enhanced by HSBC 
James Capel upgrading the 


from the analysts' trip to 
Lasmo's Pakistan operations 
now underway was said by 
one broker to be “very good 
indeed. They are building a 
business which could put 
between 40p and 50p on the 
share price." The shares 
closed 19Vi ahead at 291 '/*p. 


Other oil-related stocks in 
demand included Enterprise 
Oil. up 30 at 573p. and Shell 
UK which gained IS 3 * to 
453p. BG. which also has an 
oil exploration and produc- 
tion business, benefited from 
yesterday's positive senti- 
ment in the oil sector. The 
shares added 14 to 313'/ : p. 

Commenting on the agree- 
ment to cut oil production. 
John Toalster at SG Securi- 
ties said: “There is a possi- 
bility of a reasonably bal- 
anced market over the next 
three months. But it is 
important to note that they 
(the oil producers) are only 
cutting back from from their 
recent production levels not 


Best and worst performing sectors 

titapttedaB 
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Mu 23 

Mar 20 

Mar 19 

Mar 10 Mar 17 ft ago 

■Htfl 

low 

FT 30 

3768.1 

37715 

3796.7 

37637 

J7I1.6 27885 

37907 

37565 

OnL dv. ytoU 

253 

253 

390 

2J9C 

2.96 

4.05 

472 

250 

P/E ram net 

2471 

2475 

24.48 

2450 

23.96 

17.15 

2458 

1550 

P/E ratu ni 

24.00 

24.03 

2476 

24.08 

23.75 

1654 

2476 

15.71 
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1 STOCK MARKET TRADING DATA 
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Mar 23 

Mar 20 

Mar 19 

Mar IB 

Mar 17 

YT BflO 

SA0 bargain 

7B.11B 

11184 

72533 

71.770 

91.996 

60764 

Equity hammer Rjaft 


3279.4 

3558.0 

3288.1 

34607 

30325 

Emily hargainst 

- 

71599 

65.454 

83.708 

83.721 

58799 

Shares traded (n|t 

. 

820.4 

9048 

327.7 

941.4 

9131 

Total nwhet Ixigaast 

- 

,104.114 

76853 

77,016 

97890 

na 

Tobd birmnr (Emit 

- 

4932.3 

4829.6 

46815 

4674.5 

na 

Total stas traded (ran 

•7525 

f112a4 

*1141.0 

*11707 

*1217.4 

na 
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necessarily to agreed quota 
levels.” ICI shares gave up 7 
to £10.65. 

British Aerospace rose 26 
to £19.63. with sentiment in 
the stock helped by continu- 
ing hopes of consolidation in 
the sector and an announce- 
ment that it had produced a 
$54m profit from the sale of 
Orion, a US satellite com- 
pany. 

The old talk of a merger 
with GEC. down 15'/i at 448p, 
was encouraged by a week- 
end press report that the UK 
government was ready to 
back a merger of the two. 
While sector specialists have 
often talked of such a move, 
they said the noises coming 
from inside the government 
suggested a get-together 
could occur later this year. 

Some engineering stocks 
had a good day as figures 
from Morgan Crucible 
seemed to ease investor fears 
of the effect of Asian turmoil 
that saw the sector marked 
down savagely in recent 
months. Sector specialists 
have been felling clients that 
the sell-off was largely over- 
done. particularly in the 
close season run-up to the 
results. 

Morgan Crucible encoun- 
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tered a touch of profit-taking 
and was off 2 at 460V&P after 
it unveiled results In line 
with expectations at £112m. 
It pointed out that only 4 per 
cent of its operating profits 
came from companies based 
In Asia and weak Asian cur- 
rencies were a good opportu- 
nity for exporting. 

Elsewhere in the engineer- 
ing sector, GKN saw profit- 
taking and was off 48 at 
£l&58, with I9p of the fall 
accounted for by the stock 
going ex-dividend. 

Meggitt results 

Meggitt gained 9 to 204%p 
as it entered the FTSE 250, 
with results due out today 
expected to be strong. 

Caradon suffered the 
worst performance in the 
FTSE 250 as the stock sur- 
rendered mare than 8 per 
cent, or 17, to 188p after its 
results. 

The building materials 
group produced a pre-tax fig- 
ure of £l53m, disappoint 
lngly lower than the consen- 
sus of £169m. although 
exceptional charges took 
their toll and the underlying 
result was more in line with 
forecasts. However, it was 
the lack of news on big dis- 
posals and few hints of 
strong trading that took 
their toll on the stock- 

■In banks, Abbey National 
moved against the ma r ket 
trend an talk that analysts 
at SBC Warburg Dfllon Read 
had upgraded the stock to 
“buy" from "hold". The 
shares gained 3 to £11.78. 


Dealers said Warburg had 
highlighted that the stock 
was trading at a 15 per cent 
discount to Halifax, down 7 
to 935’Ap. 

Alliance & Leicester 
shares ra™** under pressure, 
eventually finishing the ses- 
sion a net 12V» off at 907%p, 
on turnover of L4m, after 
“take profits” advice in one 
Sunday newspaper. Special- 
ists said co m p etit ion in the 
mortgage business was 
intensifying and that the 
long-expected consolidation 
in the banking sector had 
not appeared. 

In the rest of the sector. 
Royal Ttonk of Scotland fell 
23 to 920p, while Lloyds TSB 
eased 18 to S43p. 

Shares in Savoy yesterday - 
responded to last week's 
reports suggesting New 
York-based investment bank 
Blackstone Group had made 
a £520m bid for the group. 
The “A" shares gained 137V4 
or 7.86 per cent to £18.87%, 
mniong thgm one of the best 
performers in the FTSE 250.. 

The stock was strong on 
Friday after the UK hotels 
group said il had received a 
number of approaches that 
might lead to an offer. 

As well as the Savoy, the 
group includes London’s 
Connaught, Berkeley and 
Claridge’s hotels. 

Biotechnology group Sco- 
tia Holdings eased 1 2% to 
272'Ap as the market 
digested news of last week’s 
£50m convertible bond issue 
which was substantially 
over-subscribed. 

Roodwro Ghnup, tbe Cam- 
bridge-based controls tech- 
nology company, was up 18 
at 217%p after strong results 
and the announcement of a 
share buy-back. ; 

Positive news helped make 
Monument OQ and Gas the 
best performing stock in the 
FTSE 250. The shares hard- 
ened S or 3 per cent to 67%p. 
The UK independent explo- 
ration company confirmed it 
had struck an innovative . 
deal involving the export of 
oQ through Iran. 
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Oil stirs investors more than sackings 


MERGING market focus 


WORKOVER VIEW 

A surge in the oil price and 
the sacking of the Russian 
cabinet ensured that inves- 
tors had plenty to talk about 
at the start of the trading 
week, writes Philip Coggan. 

Events in Russia had 
rather less impact than 
might have been expected - 
even in Moscow where the 

RTS index closed 2.1 per cent 
ahead, after opening 4 per 
cent down. 

The appointment of a 


reformer as acting prime 
minister seems to have reas- 
sured traders about Presi- 
dent Yeltsin’s Intentions. 

Hie near $2 jump in the 
Brent crude price, in con- 
trast, sparked plenty of trad- 
ing activity. The move fol- 
lowed the weekend agree- 
ment between Mexico, Saudi 
Arabia and Venezuela to cut 
production. 

The Saudis had previously 
shown annoyance at over- 
production by the Venezue- 
lans and the oil price had 


dipped to nine-year lows. 

Sectors moved accord- 
ingly. Oil shares rallied 
strongly in the US and 
Europe while on Wall Street, 
the obvious casualties - air- 
line and automotive stocks - 
duly suffered from the news. 

But the oil price rally, if 
sustained, does put a dent in 
some of the more bullish 
arguments for shares and 
bonds. Lower oil prices have 
played their part in keeping 
inflationary pressures at bay 
in the US economy. 


US Treasury bonds opened 
lower, before recovering, 
while the Dow Jones Indus- 
trial Average, previously 
heading for 9,000 at break- 
neck speed, had dropped 60 
points by lunchtime in New 
York. 

Most of the largest Euro- 
pean markets retreated a 
little in the face of the news 
but bourses in Athens, Brus- 
sels. Dublin, Madrid, Milan 
and Zurich all managed to 
record new highs. 

Asian markets were fairly 


steady, with same signs of 
revival in the Korean wen, 
although its 6 pm 1 cent surge 
did little to help the Seoul 
stock market The Tokyo 
market inched ahead, 
although many analysts are 
gloomy about its prospects. 

Edwina Neal of Lehman 
Brothers said: M In Japan, 
leverage is high and free 
cash flow is heavily nega- 
tive. Combined with a bleak 
outlook for Japanese eco- 
nomic activity, the precari- 
ous state of corporate bal- 


ance sheets only serves to 
reinforce our negative stance 
on the market The most 
likely s fwpfl™ remains one 
of escalating asperate casu- 
alties provoking a renewed 
crisis in the market” 
“Despite four stimulus 
packages since October, the 
economy appears to be head- 
ing back into recession.” 
says Mark Clzffe of HSBC 
James . CapeL “The yen, 
stock market and bond 
yields all seem set for fur- 
ther fans ” 



Pakistan break 


Yesterday's independence 
day holiday in Pakistan gave 
Karachi’s investors a- breath-, 
ing space to recuperate from 
last week's losses. 

The KSE-100 share index 
lost 43 per cent mainly a 
fcll-oat from looming politi- 
cal and economic uncer- 
tainty. Additional, anxieties 
were triggered by reports 
that some of Karachi's bro- 
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Dow dips in 
spite of oil 
sector rally 


Dax shrugs off Russian woes 


1700. 

1500 _J 


z-imnoc “ week, rose SFT22 to SFrl.285. 

AMSTERDAM continued 


FTSt Actuaries Share Indices 


European serie 




US equities took a rest in 
early trading, reversing the 
recent sharp rally, writes 
Joint Authors in New York. 

By midday, the Dow Jones 
Industrial Average, which 
broke the 54XN level for the 
first time late on Friday, was 
down 7L24 at 8335.19, while 
the broader S&P 500 had 
Slipped 2.49 to 1,096.67. 

As Friday was a triple- 
witching day, on which sev- 
eral futures mid options con- 
tracts expired simulta- 
neously, creating strong 
fluctuations, dealers 
suggested the declines were 
partly induced by technical 
factors. The Dow gained 103 
ou Friday, so there was roam 
for consolidate. 

Boeing was the sharpest 
dec liner among Dow constit- 
uents, harmed by reports of 
further delays in deliveries. 
It said new production bot- 
tle-necks were hampering 
the delivery of its latest 737 
model, which is due to dou- 
ble production. The compa- 
ny's shares slid more than 3 
per cent, off $1% at $51$. 

Oil companies provided 
the most significant counter- 
balance, aided by news 
before the market opened 
that some of the largest oil- 
producing companies had 
moved to trim output. 

Exxon, the largest US oil 
company, gained $1% to 
$68$- Bid: the chief beneficia- 
ries were oil services stocks. 


Halliburton gained $3 %. or 
almost 8 per cent, to $51$, 
while Schlumberger gained 
$4£ at $77$, and Dresser 
Industries rose $3% at $49$. 

But airlines and other 
transportation stocks, all 
sensitive to oil price rises, 
suffered on the nears. Delta 
Air Lines was down $3£ at 
$114%, while South- 
west Airlines, a leading dis- 
count operator, saw its price 
fall 7.88 per cent, off $2% at 
$27%. 

Technology stocks also 
bucked the trend, with the 
technology-weighted Nasdaq 
Composite index gaining 333 
at 1,79239. Computer makers 
enjoyed a strong day. after 
recent problems. Compaq 
Computer gained $l£, or 
more than 43 per cent, at 
*24*. 

The oil and gas share rally 
following the Opec agree- 
ment led TORONTO higher. 
Hie composite index rose 
51.02 to 7.463.86, helped by a 
&4 per cent rise in oil and 
gas shares and a 2.6 per cent 
increase in the gold sector. 

The rise in natural 
resource stocks helped offset 
a weaker financial sector. 
Suncor Energy rase C$2.45 to 
C$53.40 and Canadian Natu- 
ral Resources up C$22.90 to 
C$30.40. Barrick Gold rose 90 
cents to C$2735. 

Banks were dull. Bank of 
Montreal lost C$1.00 at 
C$78.80 and Toronto-Domin- 
lon Bank came off 65 cents 
to C$62.75. 


Opec deal aids Mexico 


MEXICO CITY rose more 
than 2 per cent on the Opec 
agreement, and the IPC 
index breached the 5,000 
level for the first time since 
January 7. It gained 106.17 or 
23 per cent to 5,02333. 

Benchmark Telmex gained 
70 centavos to 24.35 pesos 
while Tubos de Acero de 
Mexico, which supplies steel 
tubes to the oil industry, 
rose 7 pesos to 168 pesos. 

BUENOS AIRES was lifted 


by the recovery in oil stocks. 
The Merval index was up 
931 or L4 per cent to 698.1. 
YPF, an oil exploration and 
production company, rose 1.9 
pesos to 3435. 

SANTIAGO edged lower 
following a jump late last 
week on the central bank's 
announcement that it would 
remove capital inflow con- 
trols on funds diverted to 
other countries. The IPSA 
index fell 0.38 to 104.71. 


Bullion price boosts golds 


SOUTH AFRICA 


Golds in Johannesburg 
bounced, but the broad mar- 
ket turned lower with the 
all-share index slipping 13.6 
to 7,166.1 as the profit-takers 
made modest inroads into 
last week's record highs. 


Financials took the brunt 
of the selling, losing 27.7 to 
13306.4. 

Industrials marked time at 
83153. But it was a better 
day for the bullion price, 
which lifted gold shares. 
They added 183 or 2.7 per 
cent to 698.4. 


Political turmoil in Russia 
and a dull start f or Wa ll 
Street pushed FRANKFURT 
lower, but the Xetra Dax 
index still managed to end 
above 5,000, having at one 
stage dipped to 4,960.67. 

At the close of trading, 
dealers were claiming a tech- 
nical win for the bulls given 
the slightly weaker dollar 
and the downside pressure 
from events outside Ger- 
many. The Xetra Dax ended 
electronic trading off 31.03 at 
5,014.13. 

Motor stocks reversed 
recent strong g ains , Volks- 
wagen shed DM2 to DM1.448 
ahead of tomorrow’s annual 
news conference. BMW 
slipped DM35 to DM2,105 in 
spite of a raft of broker buy 
recommendations in the 
wake of last week's strong 
results. 

Linde added DM12 to 
DM1,275 ahead of today's 
annual news conference, and 
Siemens put on DM230 to 
DM121.15 on what brokers 
described as a technical rally 
after recent relative weak- 
ness for the shares. 

PARIS ran into profit- 
taking, -but a late recovery 
left the CAC 40 index down 
8.78 at 3,680.13, against a low 
for the session of 3.66138. 

Oils rallied strongly fol- 
lowing the bounce for Brent 
Blend, the global marker 
price, but the sector was a 
rare upside feature. Motors 
were under clear pressure 
and selected banks lost 
ground heavily. 

Renault came off FFr6.70 
to FFr247 and Michelin 
FFr830 to FFr350.1. News of 
the formal bidding line-up 
for GIC sparked selling. 
Ruled out of the running, 
BNP lost FFrll at FFr4373, 
while Soctete Generate, 
which is on a shortlist of 
three potential buyers of the 
regional banka:, fell FFr30 to 
FFr1,100. 

The oil sector saw frantic 
action with turnover in 
Total and Elf Aquitaine 
reaching a combined 
FFr2. 3bn. The former gained 
FFr50 or 7.3 per cent to 
FFr737 and Elf added FFr35 
at FFr801. 

ZURICH shrugged off a 
weaker dollar and the Rus- 
sian political turmoil to 
close at a record high. Short 
covering and buying after 
last week's futures and 
options expiry helped the 
SMI index, which rose 403 or 
035 per cent to 7341. 

Roche and Nestle were 
marginally higher ahead of 
their result announcements 
later this week. Roche closed 
up 5Fr90 to SFn6,570 while 
Nestte added SFr46 to 
SFr2,751. Swiss Life, which 
expressed interest in acquir- 
ing French insurer GAN last 


to probe record highs, 
although it was a touch- 
and-go session, with the 
bounce for Royal Dutch pro- 
viding just enough impetus 
to keep the overall market 
pointing higher. The AEX 
index ended up 1.92 at 
1,12230. 

Royal Dutch jumped 
FI 5.40 or 4.7 per cent to 
FI 121-50 in 13m shares 
traded. Other index heavy- 
weights were mixed. Uni- 
lever gained FI 2 to FI 142.70, 
but Philips came off 90 cents 
to 148.10, and ABN Amro 20 
cents to FI 47.30. 

ABN saw 9.1m shares 
change hands on the news 
that it was on the shortlist 
of three bidders for French 
regional banking group C3C. 
KLM gave up FI 2.70 to 

Saga Petroleum 

Share price (WO) 



Staves; OtfattuCy 

FI 84.50 on worries about 
higher ftiel costs following 
the bounce for oil prices. 

Hagemeyer continued to 
gain following last week's 
successful flotation of 40 per 
cent of the trading house. 
The shares added FI 130 to 
FI 98.70 for a two-day gain of 
more than 7 per cent 

MILAN was supported by 
the positive sentiment sur- 
rounding oil shares. The 
Mibtel index rose 227 or 1 
per cent to 23,019 helped by 
Eni, the gas and oil group, 
which gained L510 or 43 per 
cent to L12.775. 

Med iaset, the broadcasting 
and advertising company 
controlled by Silvio Berlus- 
coni, declined 1352 or 4.6 per 
cent to L11385 after Rupert 
Murdoch's News Corp broke 
off talks last week about 
acquiring a majority stake. 

HELSINKI edged lower 
amid heightened caution 
over the political situation in 
Russia. The Hex Index 
declined 13.88 to 4,342.87, 
with Nokia down FM430 to 
FM594 and Sampo FM330 to 
FM221. 

OSLO firmed, led by oil 
shares following the week- 
end's agreement among lead- 
ing oil-producing nations to 
cut production. The Total 
index, which has been hit by 
weak oil prices over the past 


Tokyo keeps to upward path 


ASjAPACnC 

Japanese equities moved 
higher for the third session 
running, bnt trading in 
TOKYO stayed narrow as 
investors awaited news of 
the government's latest eco- 
nomic package. 

The Nikkei 225 average 
ended up 3836 at 16,888.83 
after trading within a range 
Of 16.764.44 to 17,045.55 in 
thi nnish activity. Volume 
eased back to 361m shares 
from 412m on Friday. 

Dealers said most inves- 
tors sat on their hands, con- 
tent not expose themselves 
to fresh position-taking 
ahead of the stimulus pack- 
age. Ibis is widely expected 
to be announced mi Friday. 

Weekend comment on the 
package, both in the 
and on television, 
described by brokers 
mixed. The Topic index of all 
first-section shares ended 
437 lower at 14S0.49. 

The latest diffusion index 
of leading economic indica- 
tors was little help The Jan- 
uary index came in at 223, 
well below the neutral 50 
mark for the fourth consecu- 
tive month. 

Among the day’s less 
robust features, Yokohama 


was 


Rubber fell Y10 to Y379 fol- 
lowing a profits warning. 
Health foods leader Yakutt 
Honsha tumbled Y100 to 
Y620 an news of heavy losses 
on asset management trans- 
actions. 

SEOUL fell on institutional 
selling of blue chips ahead of 
the March book dosing. The 
Eospi index lost nearly 2 per 
cent, down 9.72 to 51130. 

Overseas investors were 
net buyers doe to the rise In 
the won. which jumped 6 per 
cent to this year’s highest 
close. Domestic institutions 
sold blue-chip industrial 
shares. Samsung Electronics 
fell WonS.600 to Won76,900 
and Pohan Iron and Steel 
Won2,60Q to WOH633Q0. 

Hopes of mergers and 
acquisitions helped some 
stocks. Kia Motors and its 
affiliates rallied following 
reports that Hyundai Group 
was taking over the car- 
maker. Kia Motors closed up 
Won750, its daily limi t, at 
Won7,080 while Kia Steel 
gained Wonl35 to W0111395. 
Shinwnn the knitwear and 
carpet maker, rose Won580 
to Wan5,430 on reports that 
its affiliate bad sold Its 34.1 
per cent stake in Pfizer 
Korea to Pfizer of the US. 

BOMBAY dosed up 3.1 per 


India 

BSE Sera8he index 



cent in spite of a delay in 
trading caused by computer 
problems. Investors were 
encouraged by hopes of 
greater political stability and 
comments by Y ash want 
Sinha, new finance minister. 

The BSE Index rose 11938 
to 335938 as the BJP, which 
leads the coalition govern- 
ment which took office last 
week, looked poised to 
obtain greater control 

MANILA rose to a near 
seven-month high as the 
peso moved ahead in the for- 
eign exchanges. Property 
shares were in demand and 
the composite index dosed 
up 35.92 or L6 per cent at 


2310.06. The property sector 
gained 33 per cent. Metro 
Pacific rose 24 centavos to 
230 pesos and Ayala Land 75 
centavos to 1930 pesos. 

TAIPEI moved into 
reverse in dull volume with 
the weighted index slipping 
98.47 to 8,75739. Electronics, 
hit by the latest fallout for 
US tech shares, did most of 
the damage. The sector 
index lost 2.2 per cent as 
Acer gave up T$2.QG at T$65 
and Microchip T$4.00 to 
T$153. Financials were weak, 
but rubber shares rallied. 

WELLINGTON moved 
steeply lower In line with a 
tumble for NZ Telecom 
which accounted for a third 
of the day's turnover and 
ended 5 cents lower at 
NZ$$8.80. The 40 capital 
index came off 30.75 or 13 
per cent at 231937. 

BANGKOK made modest 
progress, with the SET index 
adding 332 to 503.67. Volume 
was solid at Bt33bn but bro- 
kers described trading as 
fairly directionless. 

A government win in the 
weekend's no-confidence 
motion helped sentiment, 
but most investors stayed on 
the sidelines. TV operator 
BEC World was the most 
active stock, up Bt6 to B£246. 
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few weeks, rose 25.11 or 1.9 
per cent to 1,366.42. 

Oil companies rallied on. 
reports that Saudi Arabia, 
Mexico and Venezuela had 
agreed on production cuts. 
Saga Petroleum rose NKr93 
to NKrl39.5 while Norsk 
Hydro added NKrl9 to 
NKr389. Oil service and rig 
companies were also strong, 
with Det Soendenfjeldsk- 
Norske Dampskibsselskap 
up NKrl6 to NKrlSB. 

BRUSSELS touched record 
levels as shares climbed to 
within range of the 3,000 
leveL The Belr20 index closed 
1738 higher at 2385.17 after 
reaching a best of 2395.78 for 
the session. 

Petrofma jumped as oil 
prices rallied and Solvay was 
also a firm market The far- 
ms' ended up 23 per cart at 
BFr3,910, and rfiArate-fllg 
leader Solvay gained 23 per 


cent to BFr2,800. Cement 
group CBR rose 33 per cent 
to BFr3330. 

ATHENS pushed higher 
for the sixth successive ses- 
sion to lift the general index 
3034 to a record 1350.75. The 
gain extended the rally since 
last week’s news of ERM 
entry to almost 27 per cent. 
Construction shares over- 
came early profit-taking to 
mid with a sector advance of 
6.7 per cent. 

MOSCOW reversed early 
politically driven, losses to 
dose with the RTS index up 
2.1 per cent at 34235. The 
index lost some 4 per cent in 
early, trading but recovered 
well, helped by the news of 
rising ail prices. 

Written and edited by 
Jeffrey Brown, Emiko 
Terazono, Peter Hall and 
Paul Grogan 


But the main bear factor 
has been the political strains 
within the unofficial coali- 
tion between the ruling alli- 
ance and the Muteheda 
Q spmi Movement, the 
regional Karachi-based polit- 
ical party. 

*nre two groups have pre- 
vented the city from revert- 
ing to a long cycle of vio- 
lence that just three years 
ago claimed tens of lives 
every week. But relations 
between them have wors- 
ened in recent, weeks. 

Many investors fear an 
escalation in bloodshed if 
the ruling alliance breaks 
VP- 

Economic uncertainties 
have also dampened senti- 
ment The state-run Water 
and Power Development 
Authority is faced with a 
growing financial crisis after 
recurring losses. 

A restructuring plan may 
begin to take shape later this 
month when a World Bank 
team of experts is due in 
Pakistan for discussions on 
reforming the power sector. 

Analysts say the authori- 
ty's problems are of growing 
concern to Investors, wor- 
ried its losses would hit prof- 
its in the engineering sector. 

Months of losses have 
already undermined confi- 
dence in the market's future 
and there are reports that at 
least four stock brokers out 
of more than 150 active an 
the market face growing 
losses and possible bank- 
nip tcy. 

Nasir Bukhari, chief exec- 
utive of Karachi’s Khadlm 
Ali Shah Bukhari, said; The 
position of at least four bro- 
kers is in doubt, creating a 
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conftdence problem across 
the market" 

Some analysts also say4he 
formation of a Bharatiya 
Janata party govenuneoi in 
nei ghb ouring India has trig-.' 
gored uncertainty, amid won; * 
ries that the. 
regime's nationalist postal* 
would further escalate ten - 
sions between India and 
Pakistan. . ~ " 

The outlook for priv a te 
power companies, known tor’ 
“Independent power prodU& 
ers”, is also uru^rtahL-Prhhe 
minister Nawaz Sharif’s go*- ' 
eminent has often openly : 
blamed the high tariffs given ' 
to the IPPs by his predeces- 
sor Benazir ' Bhutto as the 
main, cause for the Watief 7 - 
and Power Development 
Authority's tirouhles. - - 

For many analysts, the' 
government’s attitude 
towards the IPPs is ambte ^ 
alent at best, as there are 
aim reassurances from time ■ 
to time that Pakistan would - 
honour "all its commit- 
ments” towards. . investors 
made by past go v er nm ents. 

Mudassar Malik, a director 
at Karachi’s BMA Securities^. : 
said: The concerns over the 
IPPs has added to the weak- 
ening sentiment- " 

Mr Malik however added 
that the RSE is unlikely to . 
fall too for below present lev- 
els, mainly because many., 
shares are trading substan- 
tially below their value. .Z. - 

Farhsua Bukhari . 


Crecfito ItaEano 

A Joint slock company 

Regfetered Office; Genoa (Italy) V5a Dante No. 1 - Hand Office: Mtan, (Saly) Piazza Cortusto 
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CALLING OF EXTRAORDINARY 
SHAREHOLDERS MEETING 

The Shareholders of Credito Italiano are .called to attend die Annual General Shareholders 
Meeting to be held on April 25, 1998 at 9.00 am. at the Bank’s Registered Office in Genoa, Via 
Dante No. 1 and should it be necessary, a second sitting will be held on April 26, 1998 at the 
same address, but at 630 p.m., and again if necessary, a third sitting will be held at the samp. 
address on April 27, 1998 at 12.00 ajn. to discuss and debate upon the following: 

AGENDA 

1. “To grant the Board of Directors, in accordance with Art 2443 of the Civil Code, the 
option to cany out one or more scrip issue increases in capital for a maximum period of 
five years and up to ceiling of nominal L. 5 billion, with the issue of a maximum of 10 
million ordinary shares which may not be traded or transferred for a period of three 
years, to be assigned to the managing director and to the bank’s other executive person- 
nel who have taken part in the incentive plan approved by the Board of Directors 
Consequent change to Art. 6 of the by-laws and related resolutions” 

The texts of the proposed resolutions and their background papers, as well as the mandatory 
documentation on point 1 of the agenda, will be filed at the bank’s registered office and head- 
quarters and at Monte Tltoli S.pAL by the deadline and under the procedures established by 
law. 

Copies of the Proposed Resolutions and the Notes for the Shareholders are also available to 
the public at all of the Bank’s branches. 

All Shareholders who possess ordinary shares may attend the Meeting, provided that they 
are listed in the Shareholders Register and that they have deposited their shares with any 
Credito Italiano branch or with Monte Titoli S.p.A at least five (5) days before the date 
scheduled for the Annual General Meeting. 

We ask Shareholders to note that they may also vote by maiL This is envisaged by a Ruling 
issued jointly by Banca d’ltalia, CONSOB and IS VAP on December 30, 1994 and by Article 
No. 12 of the Bank’s Articles of Association. 

The mail voting forms, together with the admission tickets and, where envisaged, the docu- 
mentation attesting that the person signing die voting form is legally entitled to do bo must 
reach Credito Italiano no later than the third bank business day preceding the date esta- 
blished for the Annual General Meeting (U. April 22, 1998) and be addressed to: 

Credito Italiano - Affari Sodetari - Piazza Cordusio - Case 11a Postale No. 991 - 20101 
Milan (Italy). 

THE BOARD OF DIRECTORS 
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GLOBAL STOCK EXCHANGES 


Exchanges are adapting to changing 
conditions and demands, but 
generally they do so from a position 
of strength. Simon Davies reports 

Success masks 
market turmoil 
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Global stock markets have 
been enjoying unprece- 
dented levels of activity, and 
lu many cases profitability. 
But scratch the surface of 
thto bull market boom and 
there is an industry in tur- 
moil. 

Competition has convulsed 
a world of hitherto protected 
markets as technological 
advances have made a stock 
exchange's location Increas- 
ingly irrelevant to Investors. 

Tile introduction of a sin- 
gle European currency for 
an expected 11 European 
countries next year will fur- 
ther erode competitive barri- 
ers between their respective 
stock markets. 

Meanwhile, consolidation 
in investment b anking is 
concentrating the client base 
tor exchanges and Increasing 
pressure tor cost-cutting and 
efficiency gains. 

These pressures are evi- 
dent in file recent decision 
by the National Association 
of Securities Dealers (Nas- 
daq] to propose a merger 
with the much older, but 
smaller, American Stock 
Exchange. 

It Is a decision which 
raises questions about the 
future erf face-to-face trading 
on stock exchange floors, as 
practised by the American 
SE - Nasdaq operates an 
electronic trading system, ft 
also paints to the possibility 
of substantial consolidation 
among the world's capital 
markets as investors push 
for lower costs and greater 
efficiency. 

At least exchanges can 
tackle these Issues from a 
position of relative strength. 
In 1907, global, stock market 


turnover increased by 42 per 
cent to $22^04hn, according 
to figures from the Interna- 
tional Federation of Stock 
Exchanges (3FSE). And the 
stock market value of listed 
domestic companies rose by 
37 per cent to $26£l5bn. 

The world’s exchanges 
handled the worst of the 
Asian crisis In the fourth 
quarter of last year with 
aplomb, and the London 
Stock Exchange's new order- 
driven trading system was 
successfully launched 
amidst this turmoil. 

The exchange's chief exec- 
utive, Gavin Casey, says: 
“The Asian crisis hit us at 
an interesting time, but we 
bad to stick to the deadline. 
And a rather tough time 
proved the resilience of the 
system.'' 

It has attracted criticism 
for lack of liquidity in early 
and late trading, but it has 
shown its ability to handle 
market volatility. 

The Hong Kong Stock 
Exchange, which suspended 
trading during the 1987 stock 
market crash, withstood the 
latest shocks, absorbing 
trading volumes of more 
than HK$50bn In one day 
and a one-day fall of nearly 
14 per cent 

Criticism chiefly centred 
on the New York Stock 
Exchange, where circuit- 
breakers stopped trading in 
the world’s largest stock 
market 

There are several trends 
which may support stock 
market activity. ‘Big Bang* 
financial deregulation is 
approaching Japan In the 
hope of Jump-starting the 
country's aspiration to be a 


regional financial centre like 
London and New York. 

Tokyo is Introducing com- 
puterised trading and pursu- 
ing measures to encourage 
business, such as facilitating 
off-exchange trading and 
broadening the range of 
products. 

Merrill Lynch's recent 
acquisition of much of the 
bankrupt Yamaichi Securi- 
ties suggests that interna- 
tional investment banks 
expect the market to open 
up. 

Another significant factor 
driving stock exchange 
activity may be the develop- 
ment of private pensions arid 
a shift towards a greater 
acceptance of pension fimd 
investment in equities. 

One important driver of 
this process will be Euro- 
pean economic and mone- 
tary union (Emu). That has 
forced governments to tackle 
budget deficits and debt lev- 
els, focusing minrin on state 
pension liabilities and the 
need for private pensions. 

The creation of a single 
currency bloc will also 
encourage cross-border 
investment since German 
insurance companies will be 
able to match local liabilities 
with Investments in other 
stock markets. 

Hans Christian Iversen. 
partner of Braxton Associ- 
ates, a consultancy arm of 
Deloitte & Touche, says: 
“The amount of money 
going into private pension 
plans and the impact on 
equity markets is going to be 
gradual. There is not going 
to be a ‘Big Bang 1 , as there 
will only be a gradual loos- 
ening of regulations." 



But Dresdner Kleinwort 
Benson bag predicted that in 
Europe, preluding the UK, 
institutional shareholdings 
wffl rise by about $430bn per 
annum during the nprt three 
years. 

Despite these relatively 
benign conditions far stock 
markets, the world’s 
exchanges face a period of 
unprecedented challenge. 

Gerrit de Marez O yens, 
secretary-ge n eral of the IFSE 
argues: "What Is dramatic is 
not just the extent of 
change, but the nhnpr pace of 
it" 


One Of the driving forces 
for this has been technology. 
In the past, access to the 
market required dealings 
with a broker firm, who 
would deal through its 
employees on the stock 
prrhflng p floor. 

These days, electronic 
trading pl atform s mean that 
these dealing floors are 
becoming a thing of the past 
although Shanghai 
recently built Asia's largest 
stock exchang e trading floor, 
despite having a foBy-com- 
puterised Heating system. 

. The New York. Stock 


Wwhamp > is pushing to pick 
Up foreign and aims 

to have 600 overseas compa- 
nies on its exchange by 2000, 
compared with 356 at the 
end of 1997. 

That is still substantially 
fewer than London, which 
boasted 526 foreign listings 
at the year end and interna- 
tional turnover 145 per cent 
higher than New York’s in 
1997, at £72L6bn. But New 
York is attracting many 
more fresh listings. 

Competition for listings is 
inevitably affecting pricing. 
George MOQer. president of 


the Amsterdam exchanges. 
Bays: "You have to become 
efficient, low-cost and offer 
fine pricing. If you don’t 
offer that, then trading will 
migrate." 

Loudon brought down Its 
transaction costs in the 
lead-up to its new trading 
system, and Tokyo plans to 
do the same, but the drive to 
create more effi cient and 
lower-cost exchanges is 
leading to changes in owner- 
ship structure and even 
mergers. 

Stockholm led the way in 
switching from mutual sta- 


tus to an ordinary corporate 
structure, and it argues that 
it has become much more 
nimble as a result of becom- 
ing a profit-making organisa- 
tion. 

It has since pursued a 
merger with the listed deriv- 
atives exchange - creating a 
one-stop shop for cash and 
derivatives trading, which 
should reduce dealing costs 
- and is trying to cement a 
regional alliance. 

These moves have been 
somewhat defensive given 
the threat of losing trade in 
Scandinavian multinational 
companies to other 
exchanges. 

But Mr de Marez Oyens 
argues that there will be a 
trend towards the creation of 
integrated cash and deriva- 
tives exchanges. "These mar- 
kets need to be locked into 
one common strain of activi- 
ties otherwise they run the 
risk of pricing themselves 
out of the market," he says. 

Other exchanges will come 
under pressure, par- 

ticularly those within the 
soon-to-be-created euro zone. 
Hence the creation of the 
Euro Alliance between Ger- 
many, France and Switzer- 
land. which is starting with 
convergence of their deriva- 
tives trading platforms but 
will eventually extend to the 
rnch markets. 

In the end. some analysts 
argue that there will be a 
drift of large multinational 
listings towards a central- 
ised market place so that 
international investors can 
trade seamlessly across bor- 
ders. The domestic 
exchanges would then play 
the role of nurturing smaller 
local companies. 

Nick Stevenson, European 
equity strategist at Paribas, 
says: “There Is a noble role 
call of once wonderful stock 
exchanges that have gone 
the way of the dinosaur, like 
Antwerp and St Gallon. If 
you had a blank sheet of 
paper you certainly wouldn’t 
start with this network of 
national exchanges.” 

He argues that the net- 
work will probably continue 
to exfat. But clearly, even 
under the present supportive 
stock market conditions, 
there will be plenty of losers 
among the world’s stock 
exchanges. 
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cultures 
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Merging a floor 
system with an 
electronic one 
presents a string 
of hurdles 

How do you combine a stock 
exchange winch operates a 
floor-based auction market 
with one that runs a quote- 
driven trading system over 
telephones and computers? 

That question will domi- 
nate discussions in the com- 
ing months over the planned 
merger between the National 
Association of Securities 
Dealers, which operates the 
Nasdaq stock market, and 
the American Stock 
Exchange. 

The exchanges' attempt to 
reconcile two different trad- 
ing cultures and technologi- 
cal platforms will in large 
part determine whether the 
combination can be com- 
pleted. It will also shape the 
outcome of their ambition to 
create a stock market that 
can provide a stronger com- 
petitor to the New York 
Stock Exchange (NYSE) on 
the world stage. 

At first glance it would 
seem that the Nasdaq has 
little need for the trading 
floor close to Wall Street 
that has long been the 
Am ex's home. The younger 
over-the-counter market, 
having succeeded in making 
itself the market of choice 
for fast-growing technology 
companies, outgunned its 
venerable competitor long 
ago - though Am ex has at 
least succeeded in creating 
an active market in equity 
options, something that lias 
eluded both the Nasdaq and 
the NYSE. 

Also, if electronic 
interaction of investors* and 
traders' orders is the way 
of the future, rather than 
the hubbub of a traditional 
floor, then Nasdaq can claim 
to be ahead of the larger 


NYSE, as well as the Amex. 

However, this combination 
will have to amount to more 
than the simple e limina tion 
by a large market of a weak- 
ened competitor if it is to 
succeed. 

For a start, US regulatory 
authorities would be likely 
to block any such reduction 
in competition. Arthur Lev- 
itt. chairman or the Securi- 
ties and Exchange Commis- 
sion. said that both his 
agency and the Justice 
Department would want to 
make sure that the deal “in 
no way diminishes the com- 
petitive landscape in Amer- 
ica's markets and provides 
investors with the same kind 
of opportunities they had 
before the merger, if not 
greater opportunities". 

There are also vested 
interests at Amex which 
need to be appeased. With- 
out the support of two-thirds 
of the smaller exchange's 
members the deal would die. 

These considerations have 
helped shape the structure 
of the planned merger, at 
least in its early years. Each 
exchange has put consider- 
able effort in the past into 
rubbishing the trading meth- 
ods used by the other, claim- 
ing superiority for its own 
way of doing business. But 
in recent days, as the boards 
of each market voted their 
support for the combination, 
they were at pains to claim 
benefits for operating their 
rival trading methods side 
by side. 

The case for the NASD in 
r unnin g its own auction 
market, rather than just one 
that relies on marketmakers, 
rests an the argument that it 
would be able to attract and 
keep more companies than 
would otherwise be the case. 

The exchange has long suf- 
fered the defection of some 
of its biggest companies to 
the NYSE - a one-way flow, 
since the latter's listing 
rules have made it difficult 
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for companies to delist, even 
if they wanted to. Those 
companies left mainly for 
the imprimatur of the NYSE, 
though supporters claim spe- 
cific benefits for the its trad- 
ing practices. These include 
the claim that trading costs 
for investors are lower given 
the absence of a marketma- 
ker's spread, as well as the 
argument that companies 
have more protection under 
NYSE trading rules from 
attack by short-sellers. 

Offering companies the 
option of moving to its own 
auction market might 
answer some of these con- 
cerns. It would also provide 
an alternative way of han- 
dling less heavily-traded 
shares. Since regulatory 
action was taken last year to 
force Nasdaq dealers to 
reduce their spreads 
between buying and selling 
prices, many have simply 
stopped trading in illiquid 
stocks on the grounds that 
the spread is too thin to 
make a profit. An auction 
system could provide an 
alternative way of trading 
these stocks. 

By combining the two dif- 
ferent markets under one 
roof, though, would the Nasd 
actually stem the develop- 
ment of competition between 
rival market systems? The 
Nasdaq recently laid out the 
framework for an ambitious 
round of technology invest- 
ments for its own market 
that would bring more of the 
features of an auction mar- 
ket into its quote-driven 
trading system. If it is 
twined with a separate auc- 
tion market such as the 
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Amex. would it be as eager 
to develop new. hybrid meth- 
ods of electronic trading that 
could circumvent the tradi- 
tional exchange floor? 

Richard Syron. chairman 
of the Amex. claims that a 
central trading floor would 
continue to be an effective 
way of handling transac- 
tions. as long as investors 
ami brokers had the option 
of either having their orders 
completed electronically, or 
through the intercession of a 
human being. 

The first attempt to com- 
bine these functions, accord- 
ing to the two exchanges, 
will be an automated central 
limi t order book attached to 
the Amex's specialist sys- 
tem. Under this system, 
people outside the market 
would be able to channel 
their buy or sell commands 
directly to the specialists 
handling each stock: the 
ord-.rs could then be exe- 
cuted automatically against 
other orders already on the 
specialists' book. 

Besides providing a way 
around the Amex's floor bro- 
kers. such a system would 
also boost the transparency 
of the market by giving out- 
siders a glimpse of the com- 
position of buy and sell 
orders already in the system. 

Winning the support of 
Amex members for such a 
system may prove difficult, 
though. A more efficient way 
of routing and executing 
trades electronically would 
pose severe competition for 
the people who currently 
handle the markets trades. 
Getting over that hurdle still 
presents a big obstacle. 


With the euro in 
its sights the . 
Borse gears up 
for some stiff 
competition 

The German stock market 
has been hitting new records 
this year after its runaway 
perfo rman ce In 1997, but its 
management is more con- 
cerned with how investors 
will react to events in the 
near fixture than with their 
behaviour today. 

Deutsche BOrse, which 
runs the Frankfurt securities 
and derivatives excha n ges, 
has its eyes fixed firmly on 
the start of 1999. With only 
around ntwp months to go 
before the euro is due to be 
introduced, it has been 
busily strengthening itself 
for the tougher competition 
and more unif ied capital 
markets that are expected to 
result 

Thus its efforts are 
directed not only within Ger- 
many but across its borders 
to neighbouring Europe and 
beyond. European economic 
and monetary union is at the 
centre of Deutsche BGrse’s 
strategy of making the Ger- 
man capital mar ket as tech- 
nologically up-to-date and 
efficient as possible, as well 
as for ging partnerships with 
other national exchanges 
and opening up membership 
more widely to foreign par- 
ticipants. 

“Deutsche Bdrse is now 
equipped for European com- 
petition." Werner Seifert its 
chief executive, said at the 
official 1998 opening recep- 
tion. He cited the new Xetra 
electronic stock trading sys- 
tem. which began in Novem- 
ber, the Neuer Markt (New 
Market) for young, innova- 
tive companies, which was 
launched a year ago in 
Frankfurt, the new family of 
euro share indices, and lintra 
with the Swiss and French 
exchanges. 

Promising though these 
initiatives are. however, 
they by no means guarantee 
that the German exchanges 
will emerge as winners from 
Emu. London is determined 
to retain its prominence, 
regardless of when and 
whether the UK joins Emu, 
and Paris is also not to be 
dismissed lightly. In the end 
it will be the big institu- 
tional and other investors 
who decide where and how 









Cheers. ..to the fighter side of business: On the Frankfurt exchange 
many traders work in fancy chess to mark the last day of carnival 


they want to trade. 

Moreover, the German 
stock market still has some 
ratrhing up to do in world 
terms. Although Germany 
has the world’s fourth larg- 
est stock exchange, market 
capitalisation in relation to 
the size of the economy is 
far lower than in the US. 
Britain, or Japan. The pace 
of new issues is also slower. 
Tax reforms and changes in 
the law to encourage 
Anglo-Saxon type pension 
funds - which would be 
heavy investors In equities - 
would stimulate the market 
considerably. Yet these are 
unlikely until after Septem- 
ber’s general election. 

So Deutsche Bdrse is 
deter min ed to make the 
most of what advantages it 

has ahead of the rhaTipngmg 

environment of Emu. 
Through Xetra, which costs 
nearly DM150m, it now has a 
technological edge which Mr 
Seifert hopes will help 
F rankf urt gain maturity as a 
financial centre. 

It initially replaced the 
Ibis electronic trading sys- 
tem for institutional inves- 
tors. Later, it will be 
extended to cover the full 
range of securities dealings. 
Xetra makes trading 
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cheaper, more transparent 
and more liquid by automati- 
cally matching buyers and 
sellers. 

Next year the system win 
be introduced to the Neuer 
Markt, another initiative 
aimed at enhancing Frank, 
furt’s attractions for issuers 
and investors. So far this 
new segment has nearly 20 
listed companies. The Neuer 
Markt has been developed 
mainl y for dynamic young 
ryimpawipg in the hig h tech- 
nology sector. It has strin- 
gent listing and reporting 
requirements and its success 
has - for the moment, at 
least - kept the rival Brus- 
sels-based Easdaq market at 
bay in Germany. 

Deutsche Bdrse plans to 
take its segmentation policy 
with an east European mar- 
ket. One obvious way in 
which Fr ankf urt can develop 
as a financial centre is 
through greater links with 
the emerging economies 
across its eastern border. 
Deutsche B&rse has just 
helped the St Petersburg 
exchange in Russia install a 
new settlement system. 

But it is western Europe, 
in the shape of Emu, which 
dominates the thinking at 
Deutsche Bdrse. With the 

MX 


approach of the single 
rency. investors are increj®-.' ' : v 

ingly focusing their a ttefe 1 
tion on sectors rather ttaBXL. 
countries. Xetra is one ; 
weapon which the Frankftirt 7 ■ 

ex chang e hopes wfli win it 
an increasing share of the /. ./; 
pan-Europeaa equities uh£ ■■■%* v" y_ ; 
ket. Smaller markets, wbfcil 
do not want to spend /;"' 

sums on developing their . . .. ; - i. 

own system, will he able !©-•-••- • :v- , 
link up with Xetra. ' ; 

F rankf ort's euro ambitions/-' ^ 2 V-_ 
aiso extend to the 
world of indices, ft huscKBv. -- 
bined. with the French and '•■ 7 - :V v ‘ 
Swiss exchanges and -Dqw ,T <7v-- 
JoneS of the US to produce 
the Stoss. Index family. Two 
blue chip indices will /com-/ ' / 

prise so top stocks 1 
Europe and in the euro zoner ' ^ '* 7 ■■ 
only; two larger indices . 6 f>-^-V.V~- 
will cover the broader "mar-/ ; 
ket in euro and non -euro ; 
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However, Deutsche . 
and its partners are J. 

alone in the . index. 

Among their competitors in . • ; 

the bid to tempt institutional >• 
investors and derivatives - r / :7 ' xi 
traders to use their products j 
are the Eu rotop indices \--j - 1 
launched by FTSE Interna- . * - *: 
tional, owned by the Finafr 
Hal Times and the London,/ 

Stock Exchange, and the . ,-w 
Amsterdam Stock' ' a jhT/ 

Options Exchange. Standard ; ; /7 1 -* 

& Poor’s of the US alsopiaiB ..• 
new European indices. 

The euro will calls*".' 
far-reaching changes 
derivatives trading,. • too./: ^"7/ 
Deutsche Borse - which / •' 

operates Deutsche Terrain- ’ 7 ’ 
bdrse (DTB), the German .' 
futures and options-- - 

eschange - plans to merge ; J 
this autumn with Soffex, the'. . /''_'"/ 
Swiss derivatives exchange, - 7 ;i . 
to form Eurex. Tbeyaim 
also to link up with France’s ' 

Matif exchange to provide a-, r 
formidable challenge to the _ : 

London International ;*• c v 

Futures and Options - • . 

Exchange. . . : 

The DTB has already 
shown its mettle by recovery; . 
mg a large slice of trading in^ > * ?■' 

futures on 10-year German . 

government bonds (Bunds) 
from Liffe, so that the Ger- 
man exchange now accounts ' ' . 
for some GO per cent; an 80 - - - 

per cent share is expected by 
the year-end. However, the 
London exchange remains 
dominant in overall Euro- 
pean derivatives volume. 

The battle still has some 
way to go. 
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DEMUTAUSATION • by Simon Davies 


Trading on borrowed time 


Maximisation of 
profits as distinct 
from protection 
of vested interests 
is the new norm 

For many centuries stock 
exchanges were like an 
extension of a gentlemen's 
club. Traders paid their fees, 
became members and then 
operated wi thin an exchange 
which was, naturally, run 
for the benefit of the mem- 
bership. 

But the onset of interna- 
tional competition and the 
consolidation of their client 
base, with the evolution of 
global fund managers and 
investment banks, is leading 
to a radical shake-up of the 
old clubs. 

Demutualisation - where 
companies abandon muti iai 
status, under which they are 
owned by members or 
policyholders, to become 
conventional public compa- 
nies - has brought huge 
business to exchanges 
through the listing of build- 
ing societies and insurance 
companies. But it is now 
starting to take root within 
exchanges themselves. 

Stockholm was the first 
stock exchange to take the 
plunge and to rationalise 
from being a -cooperative to 
a conventional company 
run to maximise profits 
rather than to protect vested 
interests. 

That was in 1993. and 
since then several o ther s 
have announced plans to list 
on thetr own exchange. 
Amsterdam and Sydney 
have both agreed to pursue 
flotations. Paris appears to 


be on the verge of doing so, 
while the Milanese stock 
market has taken the Italian 
privatisation drive to heart 
by privatising the exchange 
itself. 

Of course, the competition 
that has driven this process 
is not new. Over the years it 
has resulted in the disap- 
pearance of many stock 
exchanges from St Gallen to 
Antwerp. 

But competition tended to 
be between regional markets 
in a single country. Since 
trading naturally converges 
on the most liquid market, 
the outcome was always 
inevitable. 

But technological 
advances, and the realisation 
of the concept of global 
investment, has introduced 
broader challenges and it 
has meant that the manage- 
ment of exchanges has 
become a vital issue. That, 
in turn, focuses attention on 
ownership structures. 

George Moller, president of 
the Amsterdam Exchanges. 
(AEX), argues that even for 
a listed stock exchange it is 
impossible to go against the 
will of the market's big 
users, who would have been 
powerful members under the 
previous mutual society. 

But he says that demutu- 
alisation has enabled the 
AEX to be more decisive. 
“Now, once we have con- 
sulted the market users, we 
can make a decision. But for 
a mutual it is very hard to 
make any decision - you get 
an awful lot of lobbying 
from your members." 

He argues that demutualis- 
ation has provided “a man- 
date to be more market-ori- 
ented”. 


A problem faced by mutu- 
ally-owned exchanges is that 
because there are so many 
vested interest groups 
among the membership - 
from market makers to 
small brokerages and inter- 
national investment banks - 
management can get be in 
different directions and end 
up doing little. 

The London Stock 
Exchange's attempts to 
introduce an order-driven 
trading system and new 
transaction reporting 
requirements faced opposi- 
tion from various segments 
of its membership. This 
slowed the process. 

Of course, demutualisation 
itself can prove disruptive. 
For example, the Milan 
exchange has been busy 
restructuring ownership and 
regulatory structure at a 
time when those in Ger- 
many, France and Switzer- 
land have concentrated their 
efforts on forming the Euro 
Alliance. 

The alliance will initially 
drive convergence of trading 
platforms for their deriva- 
tives markets, but plans 
eventually to extend the alli- 
ance to the cash markets by 
2002. 

So far Italy has been left 
out of this process, although 
the alliance has left the door 
open to other potential mem- 
bets. 

Gavin Casey, chief execu- 
tive of the London Stock 
Exchange, says: “The impor- 
tant thing is to get the deci- 
sion-making right. Manage- 
ment does matter. But once 
you have got that done, any 
consideration of ownership 
has receded. There is noth- 
ing intrinsically wrong with 



having a close alliance 
between those that own your 
market and those' that' use 1 
it-" 

None of the stock 
exchanges in the Euro Alli- 
ance are properly demutu- 
alised - France’s SBF is 
working towards a listing, 
but no official decision has 
yet been made. Yet the Alli- 
ance has demonstrated that 
substantial changes can be 
driven by managements 
operating under the old dub 
system. 

Exchange executives 
argue that little has changed 
at some of the markets tha t 
have altered their ownership 
structure. 

Gerrit de Marez Oyens. 
secretary-general of the. 
International Federation of 
Stock Exchanges, points out 
that there will continue to 
be resistance to demutualisa- 
tion. 

"Exchanges still want to . 
be masters of their own 
house. They don't want to • 
run the risk of being taken 
over," he says. 

The recent takeover of the 
Stockholm Stock Exchange 
by the city's publicly-listed 
derivatives exchange. OM 
Gruppen, may actually slow, 
down the process of change, 
by demonstratin g the risks - 
to a management of -opening 
themselves up to the rigours 
of the stock market 

But Mr de Marez Oyens 
^rgues that the evolution of 
integrated stock and futures • 
exchanges, under more 
dynamic managements that 
are beholden to independent - 
shareholders, is one that is 
inevitable. Resistance to this • 
c hang e may ultimately mpj»n . 
extinction. 
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UK • by George Graham 


Electronic boo 
settling down 
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Much has been 
achieved, but the 
new system still 
provides some 
concerns 

The London Stock Exchange 
at last took the plunge last 
year, joining most other 
exchang es in the world by 
introducing an electronic 
order book in place of its tra- 
ditional trading system, 
which depended on price 
quotes from marketmakers. 

The exchange picked a dif- 
ficult time to introduce its 
new order book, known as 
Sets - the Stock Exchange 
Electronic Trading System. 
When Gordon Brown, chan- 
cellor of the exchequer, 
arrived to launch the new 
era of trading on October 20 
the market was already 
quaking from turmoil in 
Asia and doubts over the UK 


government's policy on mon- 
etary union In Europe. 
Within minutes of the start 
of trading prices had fallen 
by more than 2 per cent 

But for Gavin Casey, the 
exchange's chief executive, 
the market's fluctuations 
simply provided evidence of 
the order book's robustness. 

“South-east Asia hit us at 
an interesting time in the 
week we launched. What 
that proved was that the sys- 
tem could perform well 
under pressure," Mr Casey 
says. 

Applause for the new 
order book is not unqualif- 
ied. In the first three months 
of trading, the book was still 
Tiflnrfiing only 32 per cent of 
trading in FTSE 100 shares, 
with much of the remainder 
still handled by brokers act- 
ing as principals, as if they 
were still marketmakers. 

An exchange analysis of 
trading shows that the aver- 


age spread between buying 
and selling prices on the 
order book has narrowed to 
SO basis points from 62 basis 
points under the old market- 
making system - less or a 
reduction than some institu- 
tional investors had hoped. 

More worrying for some 
market users was how wide 
spreads were in the first half 
hour of trading. Early morn- 
ing spreads averaged 120 
basis points in the first 
month after the order book's 
launch, though by mid-Janu- 
ary they had dropped below 
70. Similar problems have 
been experienced at the end 
of the day. and this is worry- 
ing to fund managers 
because it can affect the 
closing prices they use in 
their portfolio valuations. 

Retail investors, too. 
remain worried about the 
new system, in part because 
their orders are often placed 
overnight and fed into the 
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system at the beginning of 
the day. when liquidity is at 
its worst. 

The exchange will soon 
start to consult market users 
on possible modifications to 
the system, which could 
include shortening the trad- 
ing day or introducing an 
end-of-day auction. 

The consultation will also 
look at whether the order 
book, used for the shares in 
the FTSE 100 index and a 
handful of other liquid 
stocks, should be extended 
to the mid-capitalisation 
companies. The original 
intention was to move on as 
s-ion as the system had 


proved itself; but many mar- 
ket users are now arguing 
for caution before an exten- 
sion to stocks which are 
likely to be less liquid. 

Although the exchange 
has ruled out the introduc- 
tion of a central counter- 
party, some member-firms 
continue to advocate this 
system as a way of reducing 
settlement costs and offering 
dealing anonymity. 

London equity dealers 
believe the new system’s 
results overall are encourag- 
ing, noting that more than 
three-quarters of all trades 
use the order book price as a 
reference even if they are 
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executed away from it. 

“The introduction of the 
order book was a move to 
natural liquidity, and the 
definition of success should 
be that it works when there 
is natural liquidity and that 
it provides a genuine price 
reference for over-the- 
counter block trading. It is 
working for those things ." 
said Hector Sants/co-head of 
European equities at War- 
burg Dillon Read, the invest- 
ment hanking subsidiary of 
the soon- to-be-merged Union 
Bank of Switzerland and 
Swiss Bank Corporation. 

The move to natural 
liquidity has exposed how 


dependent the old London 
market was on market mak- 
ers’ obligation to provide 
price quotes at all times. 
Many fund man a g ers are 
stfll En din g it difficult to 
adapt to. and to the sudden 
price ani? ,nal ’ es that it can 
cause in less liquid shares. 

Yet it is striking how far 
the has moved in the 

past two years. At the begin- 
ning of 1996, the exchange 
was dealing with an i nternal 
restructuring triggered in 
part by the transfer of share 
settlement functions from its 
own Talisman system to 
Crest, which meant a one- 
third cut in staffing and the 


loss of £65m a yeirGdf 

income. - V 

At the same tune, u*e 
exchange was tom by affl - 
ments over whether v> intro- 
duce order-driven trading, 
and lost its chief exemtJvfc, 
Michael Lawrence, ift -a 
members' revolt 
A year later the introduc- 
tion of the enter book was 
accepted, but debates raged 
over whether dealers should 
be obliged to put their block 
trades through the order 
book and when they should 
be allowed to delay pobHca* 
tian of trades. 

Today those arguments 
are forgotten and the order- 
book is up and. running. . 
Despite the loss of s ettle- 
ment income the exch an ge 
has been able to cut dealing 
costs for members by.GD per 
cent - though a 38 per cent 
jump in turnover at UK and , 
international equities last 
year to £2,456bn has helped 
to ftasfl the pain of that cut . 

“The problems have evapo- 
rated. The issues bavebeenL 
addressed. A0 those things 
which were bogging us Aram 
have been dealt with and. we 
are now in much better 
shape to deal with the chal- 
lenges we face." says Mr 
Casey. 


HONG KONG • by Louise Lucas 

Lessons from 
the crash 


Hong Kong 

Average daily volume ol snares traded imfllionl 


CROSS-BORDER TIE-UPS • By Michael Prest 

Time for a new 


Improvements to 
regulation will 
continue in bid 
to enhance 
reputation 

It hurt, but Hong Kong 
regulators could not have 
asked for a better 
opportunity to demonstrate 
the maturity of its stock 
exchange than the 
Aslan-precipitated collapse 
of global stock markets in 
October. 

That crash-, which 
resurrected memories of the 
last big global stock market 
collapse, Black Monday in 
October 1987. was handled 
with aplomb by the 
territory. Technology and 
risk systems put in place 
since 1987 were unfazed by 
the huge volumes (of over 
HK$50bn in a single day) and 
drops in value of more than 
10 per cent in a day. 

The inadequacies of risk 
management thrown up by 
the 1987 crash were 
conspicuous by their 
absence. Margin calls on the 
future exchange, adjusted to 
reflect the volatility, were 
made smoothly and without 
recourse to closure. 

Echoes of 1987 ended with 
the crash itself. In 1987 the 
stock exchange was closed 
for four days, government 
officials and regulators 
scurried around trying to 
put together a ‘lifeboat', 
while international investors 
looked on with scorn and 
incredulity. 

Hong Kong was forced to 
act fast to win back Us 
reputation - and to take 
radical steps forward. Today, 
brokers cite three big steps 
taken at that time as turning 
around Hong Kong's repute 
in the eyes of international 
investors: reducing the role 
of the exchange in listings 
and creating more 
transparency; adding an 
additional layer of 
regulation; and the 
automation of trading and 
settlement systems. 

The most fundamental 


change was to break up the 
clubby cartel that ran the 
stock exchange (the then 
chairman. Ronald LL being 
jailed for corruption). 

Responsibility for pricing, 
once an Issue that required 
approval from the listing 
committee, was passed 
entirely to the market. 
Candidates received listing 
approval according to clear 
and transparent criteria. 

Next came the creation of 
the Securities and Futures 
Commission, a regulatory 
body overseeing both the 
stock exchange and the 
futures exchange, and - 
further down the line - the 
establishment of computer 
trading, automated 
settlement and central 
(paperless) clearing. 

A decade later the work is 
still ongoing - reflecting the 
fact that hiccups remain. 
Hie collapse of CA Pacific 
Securities. a retail 
brokerage, in February of 
this year resulted in 
investors hollering for 
physical share certificates, 
and brokers still complain of 
bottlenecks in trading when 
there are big bull or bear 
runs on specific stocks. 

One example of trading 
inefficiencies is the edict 
that brokers are restricted 
to one in-hall terminal based 
on the stock exchange floor 
and one outside terminal. 
The stock exchange is now 
trying to solve this 
with a mechanism enabling 
brokers to feed in multiple 
te rminals . 

A regulatory black hole 
emerged in last year’s crash: 
margin trading on the stock 
e xchang e. Retail brokers in 
Hong Kong have 
traditionally offered their 
clients the ability to trade on 
margin, often of up to 70 per 
cent 

Retail investors 
accelerated their trading on 
borrowed money in the first 
half of last year when the 
frenzy for red chips - or 
mainland-backed companies 
- took hold. By October, 
however, brokerages were 
r eining In the amount of 
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lending they were prepared 
to do and gearing levels 
are now back to substant- 
ially less than at the time 
of the 1987 crash, brokers 
say. 

Even so. the heady combi- 
nation of margin trading, 
falling markets and a grow- 
ing number of suspended 
stocks created a casualty 
and subsequent call for 
greater regulation of the 
money lending companies 
affiliated to brokerages. 
These companies fall 
between the regulatory 
scope of the SFC. which cov- 
ers the securities industry, 
and the Hong Kong Mone- 
tary Authority, which super- 
vises banks. 

CA Pacific Securities, the 
casualty, collapsed after 
financial problems at its 
money lending arm, CA 
Pacific Finance. Investors' 
efforts to retrieve funds were 
frustrated by the fact that 
shares had been transferred 
from cash accounts to mar- 
gin accounts. 

Donald Tsang. Hong 
Kong's financial secretary, 
said the company's collapse 
would reinforce the govern- 
ment's determination to 
introduce a proper regula- 
tory system as soon as pos- 
sible. “The margin financing 
company has been a sore 
point in our regulatory 
regime” he said. 

The government and reg- 
ulators are looking to 
improve other areas, too, as 
part of ongoing attempts to 
enshrine Hong Kong as the 
region's financial centre. 
This Includes attracting 
regional and multinational 
secondary listings, although 
China is set to remain the 
main foCUS. 


The new chairman of the 
stock exchange, who took 
over in November, is Lee 
Hon-chiu. chairman and 
managing director of prop- 
erty developer Hysan Devel- 
opment. He has pledged to 
build on the work of his pre- 
decessors in realising "the 
vision of Hong Kong as the 
Manhattan of China". 

Part of this will be to con- 
tinue listing mainland com- 
panies. both as red chips or 
as H shares (the scrip of for- 
mer mainland enterprises 
listed in Hong Kong). Chi- 
na's experiment with single 
overseas listings outside 
Hong Kong appears to have 
fizzled out following weak 
performance and thin liquid- 
ity in mainland stocks in the 
US: recent issues have all 
been in Hong Kong, 
although sometimes as part 
of a dual listing. 

Other plans to grow the 
exchange include setting up 
a second board, similar to 
Nasdaq in the US, to develop 
a deeper listed debt market 
and to improve the offering 
mechanism for new share 


Hang Seng 


The pressures for 
links between 
centres are 
becoming 
irresistible 

One of the great paradoxes 
of recent years is that 
financial markets have 
become international while 
the organisation of stock 
exchanges has remained 
national or even locaL 

Their leading members are 
often global investment 
banks and some of the 
stocks they list are 
household names around the 
world. But stock exchanges 
have clung to their distinct 
identities like gentlemen's 
clubs in a world of discos. 

The positive reasons 
behind stock market 
independency are that many 
stocks attract local or 
national investors and 
exchanges are embedded in 
national rules and 
regulations. However, there 
is a negative side; stock 
exchanges tend to be owned 
or controlled by 
member-firms which feel 
threatened by change, while 
the long-run interest of 
investors is not necessarily 
served by isolated 
exchanges. 

Whatever the reasons, the 
pressures for tie-ups between 
exchanges are becoming 
irresistible. Investment 
banks, which see the world 
as their oyster, are losing 
patience with what they 
regard as the high costs of 
dealing and clearing in 
multiple, protected markets. 
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Technology, particularly 
screen trading allied to 
order-driven systems, has 
largely demolished national 
boundaries. 

Martin Wheatley, head of 
markets development, and 
marketing at the 
International Stock 
Exchange in London, says: 
“There's a general view that 
the investment banks are 
supportin g too high a cost 
structure." 

The pressures are particu- 
larly acutein Europe, where 
every European Union mem- 
ber has at least one stock 
exchange. The 1996 Invest- 
ment Services Directive 
broke down barriers by 
allowing remote membership 
of exchanges - such as trad- 
ing an the Deutsche Bdrse in 
Frankfort from a screen in 
Paris. An equity culture has 
gathered strength, partly 
fuelled by the need to fund 
Europe’s gigantic pension 
obligations. And, above all, 
the imminent arrival of the 
single currency has concen- 
trated minds powerfully. 

Competition between 
exchanges to generate liquid 
markets and contain costs 
has already borne quiet 
results. Almost unnoticed - 
if only because it can be 
politically delicate - the first 
stage of consolidation has 
occurred. Regional and local 
exchanges in continental 
Europe have gone the way of 
their counterparts in the UK 
20 years ago. In Germany, 
for example, Frankfurt 
emerged as the dominant 
exchange. Much the same 
has happened in Switzer- 
land. where Zurich has 
eclipsed local exchanges. 

The emergence of single or 
dominant national 
exchanges is a form of nega- 
tive tie-up. It achieves the 
economies of scale that 
underlie the drive to reduce 
unnecessary competition 
between centres. 

A simi l a r process can be 
seen in the combination of 
derivatives and equities 
exchanges. This could be 
seen as the second stage of 
mergers in Europe. London 
is now the only important 
European financial centre 
where the cash and deriva- 
tives markets are indepen- 


dently owned and run. 

This merger of derivatives 
and cash markets has 
opened the way for a third 
stage — an attempt to link 
derivatives trading in Frank- 
furt. Paris and Zurich. The 
Deutsche Terminbdrse and 
the Swiss Options and 
Futures Exchange will 
merge in the autumn as 
Eurex, offering investors a 
single system embracing 
trading, rules and clearing. 

The two exchanges have 
also formed Euro Alliance 
with Paris, intending to have 
a similar set-up for deriva- 
tives trading operating by 
January 2002. Speculation 
suggests that Vienna, a 
small and rather provincial 
if venerable exchange, may 
soon join the Alliance. 

Walter Aliwicher, a 
spokesman for the Deutsche 
Bflrae, says: “It is a common 
goal of the partners that we 
will try to get the cash mar- 
kets linked as welL We're 
planning to do for the cash 
markets what we’ve done for 
the derivatives markets." - 

This, of course, is the final 
stage of exchange tie-ups. 
However, the Euro Alliance 
partners are reluctant to 
speculate about timing. 
Given the somewhat vapid 
grand plans recently floated, 
caution is justified. But 
movement elsewhere sug- 
gests that consolidation of 
cash equity trading is more 
than a pipe dream. 

The Stockholm and Copen- 
hagen exchanges are push- 
ing ahead with merging 
their trading systems by the 
middle of this year anil hope 
to extend their venture 
across Scandinavia and the 
Baltic states to create a sin- 
gle Nordic bourse. The new 
markets designed for small, 
fast-growing companies in 
Amsterdam, Brussels, Frank- 
furt and Paris are devising a 
common front end to allow 
access to all the listings. 

Known as EuroNM, the 
link-up will have a common 
data feed and EuroNM 
index. Only last month the 
Euro Alliance launched a 
group of European equity 
indices in conjunction with 
Dow Jones, and Eurex plans 
to introduce derivatives 
based on the indices lafar 


this year. The London' V. 
exchange already has a fina- 
lly of Eurotop 1 indices, and - 
the most widky watched. 
the EurotopUOO index >C. is . 
also expected '“to' spawn . ' 
derivatives soon. • ■. . 

But so far the partem of 
tie-ups between European 
stock exchanges is murky. 

At one level there is Ihe. 
problem of what happens to ' T ' 
Europe's often ancient and - 
proud bourses, ft is hareHq^ ." 
imagine them subsumed inia 
one grand Euroexcharsge. > 
Cross-holdings may appear, . 
made easier by theab^odon- '■ 
ment of mutual ownership 
by most exchanges. Jointly - 
owned offshoots are another 
possibility. ; v " 

At the operational level 
there is the problem of how .•/ 
mergers deliver services : to 
customers. The great dread 
among investment banks Is 
that a futile struggle will 
develop between rival .trad- - 
log systems, and that jh. the ... 
meantime the vital question 
of seamless and cheap dear- '- 
ing will he ignored: “We 
could have a VHS-Beta list- ; . 
tie for 10 years and loseajbt 
of money on it." says the " 
head Of equity trading far 
one leading investment A 

hank. - 

. For him the -soh rt fa a li e s . 
with a pan-European trading 
system that can be mim : 
icked in-house and con- • 
nected to clients. Common- 
clearing would be an essen- • 
tial complement. " - - 

But the logic leads to hav* 
ing just one European , 
exchange - at odds with the 
“credit card" vision of com- 
peting brands (stock - 
exchanges) using a common 
infrastructure. 

The outcome ;is further . . . 
complicated by ' London 
being virtually isolated 
while the UK dithers over. 
joining the single currency./. O, 
Continental European . 
exchanges decry talk of com- • 
petitive advantage, but the 
euro may well be an oppor- 
tunity to "win market share 
from London. However,. . the 
European experience so far 
suggests that operatianaLtle- 
ups between : stock 
exchanges in the reri: of’tbe- 
world could be slow in cran- 
ing. 
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HAT BROUGHT THEM TOGETHER? BILLIONS IN BONDS 
WHAT KEEPS THEM TOGETHER? THE BANK OF NEW YORK. 

Today. one hundred billion dollars in government bonds will pass between Prudential Securities and its 
investors. * Fortunately for their clients, Prudentia. Securities traders can see insontiy how each trade has been settied 
and how much cash and securities are on hand, o The bank that makes this happen? The Bank of NewYork. . Thousand 
of dents worldwide are using The Bank of New York to create, maintain, and enhance relationships whh their 
investors, in NewYork. Prudentiai Securities trader Bill Kirby and investor Rob Kapito are fust one exampie. 
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New rules in changed world 


JAPAN * by Gillian Tett 


Limits on global 
capital flows is 
one area under 
review by 
financial markets 

When Alan Greenspan, 
chairman of the US Federal 
Reserve, warns that the 
world financial system needs 
"to be reviewed and altered 
as necessary to fit the needs 
of the new global environ- 
ment" (as he did in Febru- 
ary) financial regulators 
around the world start 

♦hinh-ing Karri 

Already some have called 
for a new variation of the 
1944 Bretton Woods Agree- 
ment which produced a gen- 
eration of stability in inter- 
national monetary affairs 
through fixed exchange rates 
and financing facilities avail- 
able to smooth over 
short-term crises. 

Bretton Woods was finally 
abandoned when it was per- 
ceived to be holding back 
international capital growth. 
For the past 20 years ortho- 
doxy has swung behind a 
laissez farm approach to cap- 
ital Dows. But that era in 
turn may be on tbe wane 
with innovations such as 
European economic and 
monetary union tipped to 
accelerate capital growth by 
eliminating the currency 
risk which keeps more risk- 
averse investors out of inter- 
national markets. 

Others want limits to be 


set on global capital flows to 
prevent excessive oversup- 
ply which they blame for a 
number of crises in emerg- 
ing markets and. particu- 
larly. for the South Asia 
financial emergency with 
which the world's markets 
are still struggling. 

There is far from agree- 
ment. however, whether 
such controls should be stat- 
utory or reached by volun- 
tary consensus among inter- 
national investors and 
lenders and the markets in 
which they choose to func- 
tion. 

As might be expected of a 
self-regulatory trade associa- 
tion. the International Secu- 
rities Market Association is 
strongly in favour of the vol- 
untary route. This, it argues, 
is not at all like opting for 
no regulation. 

The new market in euro- 
denominated securities, 
when it starts next year, 
"will have to operate on the 
basis of a common rule book 
and common clearing 
systems.” John Langton, 
ISMA’s chief executive, told 
the Euromoney interna- 
tional Bond Congress In Lon- 
don in February. But these 
should be devised and 
agreed to by professionals 
who know the market rather 
than by governments who 
could, through unfamiliar- 
ity. inadvertently destroy its 
efficiency and attractive- 
ness." 

1SMA is confident that its 
rule book will become the 


voluntarily accepted stan- 
dard. not least because it has 
••already been adapted to 
accommodate the antici- 
pated introduction of inter- 
national securities denomi- 
nated in the new currency*. 

Mr Langton also draws 
strength from the fact that 
the rule book has . been 
tested by 30 years of turbu- 
lent market conditions since 
it was devised by the Associ- 
ation of International Bond 
Dealers (ISMA’s original 
name) to regulate the infant 
eurobond market. 

ISMA’s involvement in 
shaping regulations for 
investment markets is not 
limited to the nascent euro- 
market. Within Europe it is 
involved in monitoring the 
three EU harmonisation ini- 
tiatives to affect the finan- 
cial community: the Invest- 
ment Services Directive, the 
Capital Adequacy Directive, 
and the Third Insurance 
Directive. 

The fact that such moni- 
toring Is still necessary a 
year after these regulations 
came into force is a telling 
sign of the difficulty of mak- 
ing cross-border regulation 
stick even within a rela- 
tively homogeneous region. 
On a truly global basis the 
difficulties are only magni- 
fied. Yet some successes 
have been achieved. 

In 1995 1SMA was largely 
responsible for introducing 
tbe Global Master Repur- 
chase Agreement (GMRA) as 
a means of regulating the 


SWEDEN • by Tim Burt 


Alliances are just 
the begi nnin g 


Consolidation 
throughout 
Scandinavia is 
now seen as 
inevitable 

The • Stockholm stock 
exchange, tbe largest in the 
Nordic region, regards itself 
as a model for how European 
bourses can protect them- 
selves against growing com- 
petition from the market 
giants of London. New York 
and Tokyo. 

In the past year the bourse 
has drawn up several strate- 
gic goals to ensure its sur- 
vival. Most important, it has 
decided to merge with OM 
Grvppen, the listed Swedish 
derivatives exchange, in a 
deal combining cash equity 
trading with futures and 
options trading. 

While that marriage has 
yet to be consummated, the 
exchange has also 
announced a co-operation 
deal with its Danish counter- 
part to create Europe’s first 
cross-border equities trading 
market. 

Bengt Ryden, president of 
the Stockholm bourse, 
believes tbe agreement sig- 
nals a further step towards 
the creation of a pan-Nordic 
share market. “This interna- 
tional alliance Is wore ambi- 
tious than any other 
attempted so far in Europe. 
And it could prove the model 
for integration in tbe Nordic 
market and beyond in the 
Baltic states." 

On the derivatives side, 
meanwhile. OM Gruppen has 
tied up with the Helsinki 
bourse for clearing bond 


futures, and has forged a 
link with the Oslo stock 
exchange’s derivatives mar- 
ket. 

All this activity sounds 
breathless. But according to 
Nordic market analysts it 
reflects the realisation in 
Stockholm and elsewhere in 
Scandinavia that consolida- 
tion is inevitable. 

At the Stockholm bourne. 
Mr Ryden says the next 
stage in that process could 
be to expand the equity trad- 
ing deal with Copenhagen to 
include the Fi nn ish equities 
market, possibly followed by 
a deal involving Swedish 
and Danish bond and deriva- 
tives trading. 

Other markets in the 
region have responded cau- 
tiously. but favourably, to 
his overtures. For example, 
Juhani Erma, chief execu- 
tive of the Helsinki 
exchange, has told investors 
that further cooperation is 
inevitable among Nordic 
bourses. 

The trend towards consoli- 
dation is partly defensive. 
The Nordic exchanges have 
watched with unease as 
some of the region’s largest 
companies, such as Ericsson, 
the Swedish communica- 
tions group, sought listings 
elsewhere to boost their 
international liquidity. This 
year Ericsson was admitted 
to the Nasdaq 100 Stock 
Index, reflecting the fact 
that it is 40 per cent owned 
by North American institu- 
tions . 

Increasing overseas owner- 
ship of Scandinavian compa- 
nies has persuaded Stock- 
holm to modernise its 
trading services, dominated 


by the development of its 
new SAX 2000 electronic 
trading system. 

The exchange made much 
of such services late last 
year when it announced its 
merger with OM Gruppen. It 
said at the time: "Together, 
the two companies have a 
unique platform to develop 
the next generation of trad- 
ing systems that include 
both cash and derivative 
instruments. As yet, such 
integrated trading systems 
are not available on the mar- 
ket." 

Officials at the Stockholm 
bourse also maintain that 
the OM merger shows that it 
has greater flexibility than 
other exchanges in respond- 
ing to changing market 
trends. It has been able to do 
so, they say, because the 
exchange has been run as a 
profit-making enterprise for 
almost five years. 

It was the world's first 
bourse to abandon mutual 
status in favour of a limited 
company operation. "Since 
1993 Stockholm has been run 
as a public limited company, 
with shares held by institu- 
tional investors and mem- 
bers of the exchange." says 
Mats Wilhemson. a senior 
official. 

But the proposed merger 
with OM Gruppen - what- 
ever the industrial logic - 
has been dogged by contro- 
versy. Three leading mem- 
bers of the bourse, Handels- 
banken, MeritaNordbankebn 
and FOreningsSparbankeo. 
initially blocked it amid con- 
cerns that Investor, the main 
investment vehicle of Swe- 
den’s Wallenberg family, 
would use its OM sharehold- 


fastest-growing of all crass- 
bonier debt instruments, the 

repo. GMRA is now In force 
in 36 jurisdictions, and nego- 
tiations are under way to 
bring a selection, of emerging 
markets within the fold. A 
membership of 775 from 52 
jurisdictions reinforces 
ISMA’s power to affect 
future developments in 
global bond markets. 

In securities markets its 
position is possibly 
reinforced primarily by its 
affiliation to the Interna- 
tional Organisation of Secu- 
rities ( Vim missi ons (IOSCO), 
which held its annual tech- 
nical conference annual 
meeting in Hong Kong early 
this month. 

Chaired by Anthony Neeh, 
the chairman of the Hong 
Kong Securities and Futures 
Commission, the technical 
committee bad a thi» pjip 
of issues to confront. As 
with ISMA, progress has 
been easier on some *h»n on 
others. 

By the end of this year 
IOSCO is confident of com- 
pleting its joint work with 
the International Accounting 
Standards Committee on 
new global accounting stan- 
dards covering disclosure 
and accounting by multina- 
tionals. 

No conclusion is yet in 
sight, however, on the work 
to improve communication 
between secondary markets 
which the 1996 Windsor 
Agreement was meant to put 
in place to prevent another 


Barings-style collapse. 
IOSCO' is fostering relations 
which it hopes wiD lead to a 
global agreement but. mean- 
while, many national author- 
ities are pressing ahead 
instead with bilateral agree- 
ments with countries on 
individual Most Favoured 
Nations lists. 

Mr Greenspan will not 
gain much comfort in his 
desire to improve standards 
of capital adequacy for inter- 
national banks when he 
learns of the difficulty with 
which IOSCO is struggling 
for minimum capital stan- 
dards for stockbrokers. 

There is a more cheerful 
report, however, from an 
education working party 
which is co-operating with 
the Asia Pacific Economic 
Forum to improve educa- 
tional standards among reg- 
ulators. The Hong Kong con- 
ference was told that an 
enforcement training course 
is now certain to start later 
this year. 

That programme win dove- 
tail with ISMA’s separate 
but complementary courses 
on regulation and compli- 
ance already available at 
Reading University and soon 
to be enhanced by a Master’s 
Degree course. 

Finally the Hong Kong 
conference embarked on the 
seemingly endless research 
which it is hoped will lead to 
a global consensus on the 
problems and opportunities 
the internet offers the 
world's securities markets. 
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Lng to exercise too .much 
influence over the enlarged 
business. 

They dropped their opposi- 
tion only when Investor 
agreed to reduce its holding 
and after receiving guaran- 
tees of lower fees and 
increased shareholdings in 
the merged group. 

Per Larsson, chief execu- 
tive of OM, says the finals 
approval for the scheme 
should enable Stockholm to 
become one of the world's 
most liquid exchanges for 
cash and derivatives trading 
“We win thereby become the 
driving force in a future 
north European exchange 
structure," he says. 

Getting the right organisa- 
tion in place is one thing, 
but some would-be investors 
in the Nordic region may be 


disillusioned by Stockholm's 
dependence on export-driven 
companies and its exposure 
to external "shocks”, such as 
Asian economic turmoil 

Merril Lynch, the US 
bank, has warned that the 
attractions of tbe Swedish 
market may be further 
hampered by slower 
corporate earnings growth 
and the country’s decision to 
remain outside European 
economic and monetary 
union. 

Swedish market bulls, 
however, point out that it 
has recovered most of the 
ground lost following the 
Asian economic crisis. Tbe 
exchange has already drawn 
up plans to enable 
companies to list their 
shares in either krona or 
euro currencies. 


‘Big Bang’ calls for 
some swift reforms 


Deregulation is 
likely to put 
even more 
pressure on 
smaller exchanges 

Next month Commerz 
Securities, the brokerage 
arm of the German banking 
group, will make a small 
piece of Tokyo history. 

Comment has decided to 
take a seat on the Tokyo 
Stock Exchange (TSE) and, 
for the first time, the TSE 
has decreed that the broker 
does not need to have trad- 
ing staff physically on the 
floor of the exchange - but 
can simply conduct it 
through electronic screens at 
a lower cost 

“Its very lucky for us." 
says Masashi Kawasaki, 
managing director of Corn- 
mere Securities, which is 
hoping to build a niche in 
this netr electronic trading. 
“Tbe change has come at 
just the right time." 

This timing is certainly no 
accident Next month Japan 
is due to start its ambitious 
programme of ‘Big Bang' 
financial deregulation. One 
avowed goal of this is to 
turn the country into the 
type of financial centres that 
could compete with London 
and New York. 

These changes will leave 
tbe exchanges playing a cru- 
cial role in the reforms. But 
they will also introduce new 
competitive pressures on the 
exchanges as well. Conse- 
quently. the crucial question 
now is whether the 
exchanges can respond with 
reforms fast enough to cope? 

They are certainly under 
pressure to change. Japan 
has eight stock exchanges. 
Tokyo accounts for about 80 
per cent of business, but 
Osaka has a particular niche 
in derivatives, while other 
tiny exchanges exist in 
places such as Nagoya and 
Sapporo. 

Back in the 1980s, when 
Japan's economy was surg- 
ing . business boomed. In 
1988, for example, Tokyo's 
trading volume was 282,636m 
shares, on a par with other 
large global centres such as 
New York. 

But tbe collapse of the 
bubble was a painful blow. 
The Nikkei 225. the key 
stock market indicator, has 
halved in value in the last 
seven years, while trading 
volumes have fallen to less 
than half their 1980s levels. 

This has left many indus- 
try observers predicting that 
some small exchanges could 
soon be forced to close. 
Meanwhile, Tokyo itself has 
fallen further and further 
behind behind London and 
New York - and experienced 
a foreign exodus. 

In 1990 there were 125 for- 
eign shares listed at tbe 
TSE. Now the number has 
fallen to around 60. Even 
Japanese companies have 
been increasingly turning to 
non-Japanese markets to 
raise money: this month 
Takefuji, the consumer loan 
group, decided to sell shares 
only in overseas markets. 

Tills exodus reflects sev- 
eral factors. One is Japan's 
economic stagnation and the 
low level of domestic inves- 
tor interest Another is the 
high cost of doing business 
in Japan and its cumber- 
some tax structure. But a 
third is a growing western 
frustration with tbe "cartel- 



The floor of the TSE took on a deserted look this month wflh the 
introduction of fufly computerised trading pm*km> 


like” practices which have 
traditionally dominated busi- 
ness in Japan. 

If Japan is to he believed, 
this is all about to change. 
For over the next five years 
the government plans to 
implement its sweeping 'Big 
Bang’ reform programme, 
which aims to introduce new 
competitive pressures into 
across the financial world. 

One key starting point will 
occur on April 1, when 
stockbroking commissions 
will be partially liberalised. 
Full liberalisation will occur 
about a year later. 

But aside from high-profile 
reforms such as this, other 
changes are also tumbling 
out. Disentangling them Is 
difficult but their overall 
goal is clear. “We want to 
make Tokyo more efficient 
and better able to compete 
internationally,” says Masa- 
shi Kawasaki, the TSE’s 
managing director. 

One leg of these reforms, 
for example, aims to broaden 
the range of products traded 
on the exchanges. This has 
hitherto been very limited, 
compared with New York. 
But last summer Osaka and 
Tokyo introduced trading in 
individual stock options for 
the first time. Osaka plans to 
introduce more derivatives 
products, and Tokyo is plan- 
ning six new basket indices 
on top of the existing Nikkei 
225 and Topis baskets. 

Another reform aims to 
introduce more computer- 
driven trading. T his m onth, 
for example, the TSE lifted 
its ban on computerised 
trading in large-volume blue 


chips, and plans to extend 
this later this year. 

A third reform Is the 
planned introduction of off- 
exchange trading, which is 
also likely to come in later 
this year. This step is in 
itself forcing a fourth 
change: efforts to make trad- 
ing cheaper on the exchange. 

Will these reforms make 
Japan more attractive? 
1 Hopefully, bankers say. 
Mark OTrieL a Tokyo man- 
aging director of Morgan 
Stanley, the US investment 
bank, says: “Hie exchange 
has made great strides in the 
last six month. I don't have a 
lot of complaints about the 
TSE itself!" 

But irritants about the 
broader certainly climate 
remain. There is no sign that 
Japan plans to reform its 
cumbersome tax structure, 
for example, and accounting 
standards in business 
remain very poor. 

‘Big Bang* might - possi- 
bly - deliver that. The finan- 
cial reforms are intended to 
include measures to promote 
the development of a mutual 
fund culture in Japan. This, 
in turn, could trigger a surge 
in retail trade in the longer 
term: at present, for exam- 
ple, mntual funds only 
account for 3.6 per cent of 
stock market transactions. 

But few expect the surge 
to come rapidly. ‘Big Bang 1 , 
in other words, is unlikely to 
provide rapid business relief 
for the exchanges - even if 
newcomers like Commerz 
Securities find it rather 
easier to do business next 
month. 
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TURKEY • by John Barham 

Chaotic yet successful 
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Die government's 
plans to stamp 
out irregularities 
have made little 
progress, however 

Turkey suffers double-digit 
inflation and Its political 
system is racked by conflict 
between secularists and 
Islamists. But its stock 
market, based in Turkey's 
business capital of Istanbul, 
has still managed to emerge 
as the region's largest and 
most important 

International fund 
managers despair, however, 
at getting Turkey right 
because its chaotic politics 
and unpredictable economy 
make a mockery of 
scientific stock selection. 
Predicting political and 
economic trends is no easier. 

Last year, Istanbul's 
EMKB-100 index of leading 
stocks rose 86.7 per cent in 
dollar terms even though 
Turkey endured an inflation 
rate of 99.1 per cent suffered 
a damaging confrontation 
between the Islamist leader 
Neemettin Erbakan and the 
secularist military, and was 
struck by fall-out from 
collapsing markets in Asia. 
Between January and 


mid-March this year, 
however, the index slipped 
14-2 per cent in dollar terms, 
even though market 
conditions were less 
traumatic than in 1997. 

Jean-Kees van Heusde, 
first vice-president at 
Britain's Schroder Capital 
Management International, 
says Turkey is a "market 
where macro factors are 
much more important than 
stock selection. 'Company A' 
may be an excellent 
company, but it could 
underperform by 50 per cent 
if inflation expectations go 
from 80 per cent to 120 per 
cent a year. Turkey is a high 
growth country and if you 
hit the (business! cycle at 
the right time you can do 
very well." 

Radbika AJmera, director 
of Abtrust Fund Managers, 
says she takes a different 
approach. She usually 
ignores short-term news, be 
it good or bad, and makes 
buying or selling decisions 
for her London-listed Turkey 
Fund entirely on the 
Intrinsic strengths of each 
stock. 

Analysts are at present 
unsure which way the 
market will move. Opinion is 
divided over whether the 
minority coalition 


government of Mesut Yilmaz 
will collapse this year or 
next, triggering early 
elections that could disrupt 
the economy as politicians 
embark on a populist 
free-for-all to win election. 

International investors 
play an increasingly 
important role in Istanbul. 
Their holdings probably 
account for 20 per cent of 
market capitalisation of 
$40bn but they are 
responsible for a far smaller 
share of average daily 
turnover of $232m. The 
market is driven by local 
investors wbo are focused on 
short-term factors such as 
statements by political 
leaders, the outlook for 
inflation, interest rates and 
the currency. 

However, this also means 
that insider-trading is 
commonplace, and powerful 
retail investors abuse their 
influence in the market. 
GQnes Taner. treasury 
minister and member of Mr 
Yilmaz 's Motherland party, 
said last year that stock 
market trading “should be 
done properly and not 
through things like 
insider-trading or leaks. 
Mechanisms should be set 
up so that the stock market 
does not perform on 


speculation, but on the 
performance of the economy 
and of the companies”. 

Government plans to set 
up a super-regulator with 
stronger powers to stamp 
out irregularities have made 
little progress. 

A strong local investor 
base does give Istanbul 
considerable liquidity and 
allows foreign buyers to 
smoothe out peaks and 
troughs because they, unlike 
many retail investors, buy 
when prices fall and sell 
when prices rise. 

The Istanbul stock 
exchange, resurrected 12 
years ago after decades of 
inactivity, is housed in a 
modern headquarters 
overlooking the Bosphorus. 
Trading is screen-based; 
settlement and custody is 
fully electronic; stock is held 
at Takasbank. the custodian 
owned by the exchange and 
leading brokerages; 

settlement is made two days 
after trading; and minimum 
commission is 0.2 per cent 

Large turnover provides 
commission income which 
pays for good service at 
principal brokerages. Staff 
speak and write good 
English. Research products 
from brokerages such as 
Global, ATA and Eczacibasi, 




are rated highly. 

Calum Graham, fond 
manager at London-based 
AIB Govett, an asset 
management comp a ny, says 
"research is far better than 
in most emerging markets. 
The large brokerages are 
very good. They really know 
how to analyse a balance 
sheet and they have some 
excellent economists”. 

Expert advice is probably 
more important than In 
some other emerging 
markets, both to guide 
Investors through an 
uncertain political and 
economic environment and 
help investors to make sense 
of financial statements 
that rarely meet 
international accounting 
standards. Few Turkish 
companies use inflation 
accounting techniques to 


strip out the effects of rising 
prices on their balance sheet 
and profit and loss 

statement- 

One fund manager says 
that Turkish law does not 
require companies to 
prod uce cozes olida t ed 
balance sheets. This has 
allowed holding companies 
to build up complex 
cross-shareholdings that 

may hurt twttuk ity investors. 
Some companies are known 
to have parked profits in 
unlisted subsidiaries and 
saddle public companies 
with debt or losses. 

The government is 
encouraging groups to 
unwind their cross-hoMingS- 
This process is 
wen-advanced at some blue 
chip companies such as Had 
Omer Sabanri Holding, the 
country's second-largest 
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business group. 

Turkey has built up a 
strong equity market in a 
short time and in the face of 
considerable difficulties. But 
it is only likely to develop 
ftiTiy once economic reforms, 
are complete. 

Privatisation has made 
little progress since the 
p ro gramme began in 1986; by 
last December. the 
government had raised just 
S3. 52 bn, Social security 


reform, which would reduce 

the governments big budget 
deficit, is stalled. Inflation 
fnnrirrnpK raging at over 90 
per cent, pushing interest 
real rates, to 25 to 30 per cent 
a year. 

Stopping ■ inflation, 
lowering interest . rates , 
privatisat ion and a private 
pension industry would 
contribute to a total • 
transformation ' of the 
Istanbul stock market 
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EMERGING MARKETS • by John Labate 

Reasons for 

treading 

carefully 


The impact of 
the Asian 
financial crisis 
continues to be 
felt on ADRs 

The early 1998 boom in US 
stocks left at least one sector 
traffing the pack!. In terms of 
share value and new issues, 
the .-past several months 
have been rocky for Ameri- 
can Depository Receipts 
(ADRs) from emerging 
south-east Asian ecanomies. 
Hard times continue for 
many companies from 
emerg in g markets With list- 
ings on US exchanges. . 

. To some investors, the col- 
lapse in Asian shares is a 
buying opportunity. Bargzrin- 
honters, however, should 
tread carefully. Same emerg- 
ingrmarkets are showing bet- 
ter signs of improving than 
others. 

ADRs are a great opportu- 
nity for companies to add 
liquidity and exposure to 
their shares. In a sense, such 
stocks are dual listed, with 
shares in the company's 
home country as well as 
overseas ADRs; Both sets of 
shares tend to rise and fall 
together and therefore ADRs 
are subject to the same vola- 
tility as the home country 
shares. 

.The impact of Asia’s pro- 
longed financial crisis con- 
tinues to weigh on e m erg in g 
markets. Asian jitters -were 
the main factor behind the 
collapse in US shares late 
last October when toe Dow 
Jones Industrial Average 
plunged more than 560 
points in qua day. But the 
crisis was - generally 
shrugged off by US investors 
In the following months 
when it came to assagring 
the threat to US companies. 

Enthusiasm for US shares, 
including multinationals, 
drove the Standard & Poor’s 
500 index and the Dow Jones 
Industrial Average to a 
series of highs after the 
October collapse. The 
blue-chip based Dow added 
more than 630 points in the 
first two months of 1998, an 
impressive rise of more than 
8 per cent. 

The market’s recent 
run-up will provide a good 
buffer. Even if a new round 
of Asian warnings sends 
markets sharply lower in the 
spring months, shares of 
large US companies have a 
substantial cushion with 
which to absorb another 
severe plunge. So trepida- 
tion, at least lor US compa- 
nies doing business over- 
seas, has eased considerably. 

But investors’ comfort 
with Asian emerging mar- 
kets largely ends there 
"From mid -1997 through the 
end of the year there was a 
net sell-off in terms of shares 


in emerging markets," says 
James Donovan, head of Citi- 
bank’s ADR division. *• - 
The Bank of New York 
estimates that ADRs from 
emerging markets fell In 
value by almost 20 per cent 
between late June and late 
December. The drill contin- 
ues for many companies 
based in such countries that 
trade -ADR shares on US 

wnhangwn- 

The Asian repercussions 
were felt not only among 
inv estors but in the supply 
of new ADRs as wall. Many 
companies based in the 
region postponed plans to 
launch ADR shares in the 
US. 

The main culprit remains 
currency jitters stemming 
from Asia’s massive crisis, 
which began last s umm er. 
The threat of rapidly faTHng 
values of local currencies 
has led many companies to 
wait for greater stability in 
the region before la unching 
ADRs in the US. In addition, 
political instability Is rising, 
increasing the risk to inves- 
tors eyeing some countries. . 

Shares from Asia and 
Latin America were espe- 
- daily volatile as fire Asian 
currency crisis unfolded last 
year. Shares in Telebras, 
-Brazil’s telecommunications 
giant, plunged from a high 
. of- $164 tn July to $84 by 
early November. Shares, 
now in the high $i20s, are 
only slowly clawing their 
way back. 

. . Other ADRs launched late 
in 1997 were more mixed., 
China Telecom, one of the 
most widely watched ADR 
listi ngs of the year, has been 
an erratic but strong per- 
former since its offering at 
$27. For investors willing to 
stay the course, volatility 
will almost certainly con- 
tinue for emerging market 
ADRs well into thiw year. 

The outlook for emerging 
market ADRs varies from 
region to region. Mr Dono- 
van believes that in some 
regions, especially Latin.. 
America and certain Asian 
countries such as Taiwan 
and Singapore, a rebound 
may be at hand. “We have 
seen the trend reverse since 
the middl e of January,” he 
says. ’ 

But for those hardest hit 
by the Asian crisis, includ- 
ing Indonesia, Thailand and 
Malaysia, recovery in ADRs 
maybe a long way off. 

Overall, last year’s marketv 
for emerging market ADRs 
was seen as a comeback fol- 
lowing the Mexican peso cri- 
sis. In spite of the Asian cri- 
sis in the second half of the 
year, a record $lL5bn in new 
capital was raised in emerg- 
ing market ADRs in 1997, ! 
according to Citibank esti- 
mates. Only time will tell if 
1398 will match that perfor- 
mance. 
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ALTER NATIVE STOCK MARKETS • by Vincent Boland 

Easdaq’s aim is to break down the barriers 

high-growth and smaller 


Young, high-growth 
companies are 
being encouraged 
to look across the 
borders for capital 

Across Europe, alternative 

stock markets are emerging 
to provide high-growth 
smaller companies with 
access to capital and hoping 
to emulate the success of 
Nasdaq, which pioneered the 
entry of high-growth US 
technology stocks by introd- 
ucing Silicon Valley to Wall 
Street 

These markets include 
Germany’s Neuer Markt, the 
Nouveau Marche in Paris, 
London's Alternative Invest- 
ment Market (Aim), and Eas- 
daq, based in Brussels. Their 
emergence has coincided 
with a growing trend among 


European companies to tap 
the capital markets rather 
than rely on bank finanring 

The aim, says Stanlislas 
Yassukovich. chairman of 
Easdaq, is to replicate Nas- 
daq by breaking down 
national barriers and promo- 
ting cross-border invest* 
ment. "The whole point of 
Easdaq is access to capital 
on a pan-European basis." 

The exchange, established 
a year ago, now has 25 listed 
companies, has raised some 
$1.2bn in new capital, and 
has a market capitalisation 
of more than $9bn. But it is 
not alone. The market place 
for new high-growth com- 
pany listings, which barely 
existed five years ago, is now 
fiercely competitive. 

The national markets that 
have sprung up in the past 
two years have joined forces 


to boost their pan-European 
roles. In March 1996 the 
Neuer Markt and the Nou- 
veau Marche formed an alli- 
ance with the Amsterdam 
exchanges and the Brussels 
Stock Exchange to form 
EuroNM. aimed, like Easdaq, 
at encouraging high-growth 
companies to look across 
borders for capital. 

At the end of 1997 EuroNM 
had 62 listed companies 
across a range of sectors and 
a market capitalisation of 
more than $5bn. and has 
emerged as a real challenger 
to Easdaq. Issuers have 
raised over $L2bn, and turn- 
over per day in shares of 
listed companies now 
amounts to 547m. 

EuroNM is now embarking 
on further co-operation 
among the four member-ex- 
changes to ensure that regu- 
latory and operational stan- 


dards are harmonised. A for- 
mal agreement in December 
1996 adopted minimum com- 
mon standards in listing 
requirements, membership 
criteria, trading procedures 
and disclosure rules. It has 
also launched a series of 
indices to track performance 
and provide benchmarks for 
investors. 

Investors appear prepared 
to support pan-European 
stock markets but there is 
no sign yet that they are 
replacing national markets 
in importance. Location is 
not the issue, investors say; 
the real question is the trad- 
ing infrastructure such a 
market can provide. 

“There is a role for a mar- 
ket that can look across 
international boundaries, 
and a common stock market 
across Europe seems to us a 
very good idea," says the 


bead of European equities at 

a fund management group in 
London. “Where that market 
is located is not the issue. 
What matters is the trading 
side; what kind of trading 
system it has and how liquid 
it is. Whoever provides that 
will be the winner." 

Both Easdaq and EuroNM 
continue to face serious chal- 
lenges from Nasdaq. For 
companies that have a dual 
Easdaq/Nasdaq listing most 
liquidity is in the US market, 
says Adrian Merryman, 
executive director at CIBC 
Wood Gundy Oppenheimer, 
who specialises in advising 
European information tech- 
nology companies. But there 
are other issues at stake, 
too. 

“What differentiates the 
US market is not necessarily 
liquidity or the huge number 
of companies but the know- 


ledge and intellectual capital 
that is dedicated by invest- 
ment h anks and research 
departments, and the sophis- 
tication of the investor base. 
That is only now arriving in 
Europe in the form of the US 
banks. It is an evolutionary 
process and one that clearly 
has to, and will, evolve, - Mr 
Merryman says. 

Some observers argue that 
it would be aided by the cre- 
ation of a pan-European reg- 
ulatory framework to 
replace the national regula- 
tors that now exist. Easdaq 
is especially keen to bring 
this about, and is seeking to 
persuade governments 
across Europe that more 
work needs to be done to cre- 
ate a single market for 
equity capital. 

“If we are to create a truly 
single market for raising 
equity capital we need to 


sweep away existing regula- 
tory differences." Mr Yas- 
sukovich said recently. “We 
are close enough to having 
such a single market - now 
we are looking to achieve 
it" 

If one does not develop, 
companies will continue to 
go to the US to raise capital, 
be warned. 

“Clearly it would be very 
helpful if there was a com- 
mon regulatory approach in 
place across Europe, but we 
don’t feel it impacts on the 
development of EuroNM," 
says Clive Pedder, the alli- 
ance’s director of marketing. 
But be argues that such a 
development is not entirely 
necessary: “We have mod- 
elled a lot of our regulatory 
framework on Nasdaq, 
designed to meet the needs 
of Europe." 

With the sudden arrival of 


so many markets for young 
companies needing capital, 

the question also arises of 
whether they can all sur- 
vive, and in what form. Both 
Easdaq and EuroNM believe 
there is room for both of 
t.hpwi - for now, at least. T 
can't see any reason why 
two markets doing exactly 
the same thing should sur- 
vive, but it is far too early to 
predict which will be the 
winner. In the meantime the 
competition is extremely 
good," Mr Pedder says. 

However, Easdaq believes 
it has the edge because it 
has a common trading and 
settlement system; EuroNM 
is an example of the “frag- 
mented system" that Mr 
Yassukovich says is part of 
Europe’s problem. “I’m very 
encouraged that Easdaq is 
the market of the future for 
Europe,” he says. 


AUS'I'hAUA * by Gwen Robinson 

Another milestone nears 


On the back of 
soaring stock 
ownership the 
ASX is aiming for 
a public listing 

The Australian Stock 
Exchange (ASX) is moving 
toward demutualisation an d 
listing as a public company 
later this year on a wave of 
soaring stock ownership in 
Australia. 

More than 5.5m, or 40 per 
cent, of Australians now 
own stocks, either through 
direct investment or indi- 
rectly through superannua- 
tion or managed funds, the 
ASX said last month. The 
figure jumped 6.4 per cent in 
just six months - largely 
due to the success last year 
of the government's partial 
float of Telstra, the telecom- 
munications group - and 
brought Australian stock 
ownership to second place - 
in percentage terms - 
behind the US, where 43 per 
cent of adults invest in equi- 
ties. 

Hie scheduled July listing 
of AMP. Australia’s largest 


insurance and financial ser- 
vices group, and a string of 
other floats and privatisa- 
tions over the next two years 
is expected further to 
increase the level of share 
ownership. 

"Given that Australia has 
not yet really moved, as 
many other countries have, 
to privatising many of its 
public utilities, it sets a 
pretty optimistic outlook, for 
the future of Australian cap- 
ital markets,” says Richard 
Humphry, ASX managing 
director. 

The demutualisation and 
listing plan represents 
another milestone for the 
ASX after its creation in 
April 1987 from the merger 
of six separate state stock 
exchanges. The decade fol- 
lowing saw the development 
of an organisation with net 
assets of nearly A*160m and 
strong positive cash flows. 
The capitalisation of the 
equities market (domestic 
stocks only) rose from 
A$l84bn just after the incor- 
poration of ASX to A$440bn. 
while the value of trading 
grew from a daily average of 


A$264m in June 1987 to 
A$9i5m by mid -1997. 

Late last year members of 
the ASX voted to demutu- 
alise the exchange and work 
toward listing as a public 
company, and the Australian 
parliament passed the neces- 
sary legislation to facilitate 
the process. 

The shift to corporate 
structures by stockbroking 
companies, instead of the 
traditional partnerships of 
individual members, was 
another reason, he says. As 
a result, the ASX faced an 
increasingly wide divergence 
of interest in its member- 
ship. 

"Those who derive sub- 
stantial benefit from their 
membership these days are 
fewer than ioo stockbroking 
corporations, but the 500-odd 
individual members still 
comprise the great majority 
of membership and therefore 
of votes," Mr Humphry says. 

So far, only Sweden has 
demutualised its exchange 
in the manner planned 
by Australia, while 
Milan is pursuing an 
auction-style process. 


Under the plan to divide 
equally the ASX’s net assets 
of about A 51 60m in the form 
of shares between member- 
brokers, the 520 individual 
stockbroker members of the 
ASX will receive shares 
worth about AJ270.000 when 
the exchange becomes a pub- 
lic company. Most paid 
about AS25.000 for their 
memberships. In addition to 
the 520 individual members, 
nearly 90 corporate member- 
ships belonging to the large 
securities houses will also 
receive share allocations. 
While the allocations will 
represent a windfall, the top 
winners will include the 
largest operators such as 
Merrill Lynch, which has 
about 36 corporate and indi- 
vidual memberships and is 
expected to receive shares 
worth nearly AflOm. 

After listing the ASX will 
be quoted as a company on 
its own market, under the 
supervision of the Austra- 
lian Securities Commission, 
the watchdog body. The 
aims of the process are to 
expand access to the market 
and enhance its competitive- 


AustraBa Ad Ordinaries 

Average dafly wtana of snares traded (miBon) 



ness in world financial mar- 
kets. 

Such goals have already 
increased pressure on the 
ASX for fester growth and 
profits from existing revenue 
streams, as well as to create 
new ones. Among recent 
moves was the ASX's push 
in February this year to go 
frilly electronic by ending 
the open-outcry system on 
options trading. 

Technology has also pres- 
ented new challenges in the 
form of the Internet and 
upgrading computer systems 
ahead of the year 2000. 

As a relatively new stock 
exchange, the ASX is tech- 
nology-dependent with fully 
computerised systems for 
both trading and settlement 


in its equities and deriva- 
tives markets and a host of 
other automated procedures. 
The exchange last year hired 
US specialists to check its 
internally developed pro- 
grammes for signs of year 
2000 “bomb” problems. Al- 
though the system received 
a dean bill the ASX also 
uses computer programmes 
from external suppliers. 

“In our case, proving the 
problem has been eliminated 
is by far the most costly part 
of the project,” says Mr 
Humphry. Later this year 
the exchange will run a full 
test of its market-related 
systems with the date 
wound forward to 2000, from 
entry of bids and offers to 
final settlements of trades. 


To tap Into the growing 
use of the Internet, the ASX 
has launched its Enterprise 
Market to help small and 
medium-sized companies 
raise capital from private 
Investors through a “match- 
ing service”. 

In other areas, tough Dew 
liquidity rules for companies 
traded on the ASX are set to 
take effect from July. Under 
the rules, companies will be 
excluded from the bench- 
mark All Ordinaries index of 
leading companies if their 
monthly liquidity fells below 
12.5 per cent of total ASX 
market liquidity for six con- 
secutive months. Liquidity 
levels are calculated by 
dividing a company's vol- 
ume of shares traded by the 


number of shares on issue. 

The new rules have caused 
concern that some large and 
established companies with 
stocks tightly held by foun- 
ding famili es or institutions 
will be dropped from the 
index. Funds managers tied 
to index-weighted stocks will 
also he farced to sell out of 
such companies. 

However, the new rules 
will also open up new oppor- 
tunities. “There will be 
forced sellers but, con- 
versely, there will also be 
good opportunities for pri- 
vate managers and others 
who don’t have to hug the 
AH Ords," says James Wag- 
gett, an advisor with BT Pri- 
vate Stockbroking in Syd- 
ney. 


Liquidity, just what 
you’d expect in Australia. 
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’What you might not expea is that Australia has a diverse and sophisticated 
share market with a dynamic range of liquid stocks across some highly . 

desirable industries. For more information telephone ASX on 6 1 292270283. AUSTRALJAN ST0CK EXCHANCE 
Facsimile 61 29227 0470 or visft ASX's ShareNet site at htlp-./Avww.asxxnauu n , 


Who did 


_ _____ the first 

multi-currency check receivable 

securitization deal in the world? 



TU ■ rhnice fe “d”- which should read “a global bank in Turkey”. The bank which issued 
first 144 A Eurobond, the first IFC B Type Securing Loan application and the first US 
Commercial Paper from Turkey. Garanti Bank in short. Wouldn't you invest in a bank, 
where all the benchmark transactions come from? 
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TECHNOLOGY ■ by Geoff Naim 


IT is still chan; 
the face of tra< 






Growing volumes 
in volatile 
markets have 
demanded robust 
systems 

One way or another the 
computer has transformed 
the stock market In ways 
unimaginable even a few 
years ago. 

In an era of internet bro- 
kerages and round-the-clock 
electronic trading, this state* 
ment rings particularly true; 
however, it was written in 
1987 in a US newspaper 
article pondering technolo- 
gy’s role in the Black Mon- 
day stock markets crash. 

Plus ca change. The Lon- 
don Stock Exchange's ‘Big 
Bang' in 1986 started a 
period of rapid investment In 
new technology at many of 
the world’s exchanges. But, 
with hindsight, the impact of 
these changes seems undra- 
matfc and Wall Street's 600- 
point fan an Black Monday 
is just a blip on a trader's 
screen. 

“If anything 1 thtnfc there 


is more change today then at 
the time of 'Big Bang'," says 
Jerry Norton, head of invest- 
ment banking at UK-based 
consultancy Logica, which 
has developed IT systems for 
around a dozen exchanges. 
“Big Bang wps about 
changes to the market par- 
ticipants. This time round 
the changes affect the mar- 
kets themselves.” 

The main focus of IT 
investment has traditionally 
been on improving the 
operations of an exchange. 
The New York Stock 
Exchange (NYSE) . for exam- 
ple, has invested over $lbn 
in its floor system in the 
past 10 years, moving from 
mechanical annunciator 
boards to flat panel displays, 
from pneumatic message 
tubes to wireless communi- 
cations. 

Much Investment has also 
gone on behind the scenes 
into b uilding robust com- 
puter systems to cope with 
rapidly growing trading vol- 
umes. 

A (then) unprecedented 
600m shares were traded on 
the NYSE on Black Monday 


in 1987; today, that volume is 
routinely handled. 

The computer systems of 
the world's exchanges were 
again put to the test last 
October. The Asian currency 
crisis caused a record-break- 
ing 1.2bn shares to be traded 
on the NYSE on October 28. 
while Nasdaq finished the 
day with almost 1.4 bn shares 
traded. 

Tandem Computers, whose 
“fault-tolerant” systems 
power these two exchanges 
and process around 90 per 
cent or all equity transac- 
tions worldwide, boasted 
that its technology had once 
again smoothly handled the 
volume. 

The success of Nasdaq is 
perhaps the dearest demon- 
stration of how technology is 
today changing the nature of 
trading. Nasdaq was the first 
fully- auto mated electronic 
marketplace and today it 
links more than 6.700 mar- 
ketmakers and trades 
around 6.400 stocks. On a 
busy day the systems pro- 
cess more than 2.000 transac 
tions a second. 

Without its computer 


systems, Nasdaq would 
grind to a halt as the 
exchange has no physical 
trading floor and all trades 
occur online through real- 
time interaction between 
market makers. 

Easdaq is the European 
version of Nasdaq and was 
launched in 1996 to emulate 
Nasdaq’s success in provid- 
ing a “virtual" market for 
fast growing technology 
companies. Easdaq is tiny in 
comparison to Nasdaq with 
just 25 companies listed and 
an average of 500 trades a 
day. 

The systems behind Eas- 
daq were built on a shoe- 
string budget of less than 
£5iXi,000. To save costs, Eas- 
daq chose to share the com-, 
puters and trade-matching 
technology of the bond deal- 
ing system operated by the 
Internationa] Securities Mar- 
ket Association in London, 

‘in technology terms it is 
pretty old." admits Tony 
Preece. head of market 
operations. “But we needed 
a system quickly and 
cheaply." 

The settlement services 












are provided by Intersettle, a 
cross-border settlement sys- 
tem operated by Swiss 
banks. Easdaq may be mod- 
est in size and ambition, but 
it is a good example of how 
technology is changing the 
traditional concept of stock 
markets. 

Using off-the-shelf technol- 
ogy or by outsourcing IT 
functions to third parties. 


new “virtual'’ exchanges can 
be established quickly and 
cheaply in any location. 

The Cayman Islands Stock 
Exchange is typical of the 
new breed of small technolo- 
gy-driven virtual exchange. 
It went live last year to pro- 
vide a listing facility for the 
territory's offshore mutual 
funds and specialist debt 
securities. 
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The NYSE has spent more than SI bn over 10 yeans on improving systems on As crowded fradfeig floor 


It uses a Bloomberg elec- 
tronic trading platform with 
financial information pub- 
lished on the exchange’s ded- 
icated Bloomberg pages and 
its own web site. The 
exchange places great 
emphasis on the internet 
and listed companies can 
distribute their own market- 
ing materials via the 
exchange's web page. 

The internet is the great 
new opportunity to the 
world stock markets, but it 
is also a serious challenge, 
berth to the established hier- 
archy of market players and 
traditional controls. Today 
Internet users can point 
their browser at the web 
page of the American Stock 
Exchange and watch the 
trading action on the floor as 
it happens. More signifi- 
cantly, they can trawl the 
web for a wealth of informa- 
tion including real-time 
prices and, with an online 
brokerage account, trade ah 
increasingly exotic range of 
instruments anywhere in the 
world. 

“The big change is how 
much information the public 
' is getting from organisations 
such as Reuters that tradi- 
tionally only served the 
financial community with 
very specific financial infor- 
mation that .we today bring 
to everybody, " says David 
Gaynes, executive vice-presi- 
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AT LAST/ A BETTER WAY 

TO LOOK AT EUROPEAN INVESTMENTS 


In the lead up to the Euro, asset managers and 
equity traders are accelerating their shift from a 
country-by-country approach to investments based 
on pan-European strategies. 

The success of these strategies requires more accu- 
rate Europe-wide indexes, including those capable 
of measuring cross-border industry trends. 

Now, the experience and expertise of the Deutsche 
Borse AG, SBF-Bourse de Paris, Swiss Exchange and 
Dow Jones are combined to offer a solution. 
Together, these four leading organizations have 
created a comprehensive family of pan-European 


indexes for the twenty-first century. 

The STOXX family indudes two broad-based bench- 
marks, two blue chip indexes and 19 sector indexes 
covering all of Europe and the new Europe of the 
Euro. All indexes are calculated on both a price and 
total return basis. 

For more information on this new generation of 
indexes, calculation methodology and licensing 
opportunities, simply contact STOXX LIMITED 
P.O. Box, Selnaustrasse 30, CH-8021 Zurich, Switzerland 
Phone +41 (1) 2292300, Fax +41 (1) 2292301, 
e-mail stoxx@stoxx.com, Internet www. 5 toxx.com 



STOXX LIMITED A Joint Venture of Deutsche Borse AG. Dow Jones & Company. SBF-Bourse de Paris. Swiss Exchange. 


dent of Reuters America. n*z'Y- 
. Because its ultimate potag- . 
tial is still unknown tie 
internet's dangers arc oofer c 
beginning to surface^.ANT 
study conducted by the-Ri&v; 
latory arm of N asdaq };, 
showed a close correlation : 
between internet posting^ -, 
and changes in both trsdkjg; ; : r 
Yolume and price, but Na*- 
daq admits it cannot' moni - 
tor every investmem<elafiett^_ 
posting in the ThoUsaitifS j 
chat rooms, buflettofebarifa ~ 
and newsgroups oai theJ 
internet. " ' 

A glimpse into tbe-higfc- ' 
teds future was L provided 
month at an online investing . 
conference in San Prancfeeo,H i 
with a demonstration jerf the 
world's first wire-less int^r- , 
net securities' tradiqgnqns 1 ;- ^ 
tem, according to itsdevel- 
oper w-TYade 'PeciuKdpgiefi.--:-- 

The system provides a lau- - 
ker or its customers with A " ■ 
portable o nlin e trading emd- ; 
ronment that allows them to ' 
receive alerts about market 
fluctuations, obtain real-time 
price quotes and execute. 
trades by pressing a few but- 
tons on a handheld wire-left - 
terminaL 

"Whether on a golf course, 
in -a "car or attending - . 

lunch. w-TTade deliver# trad- 
ing accessibility to y otizffth 
gertips,” says Dornia CHIva. d 
chief executive officer of 
w-Trade Technologies. 


Financial Times Surveys 

Pension 

Fund 

Investment 

Thursday JVlay 14 


For more information, please contact: 
Alan Cunningham 
Tel: +44 171 873 3206 
Fax: +44 171 873 4296 

or email: alan.cunningham@FT.com 


FINANCIAL TI MES 

No FT, no comment. 










Ir * 


i 



Tuesday March 24 1998 I 

INVESTING IN SOUTH AFRICA 

— 


Some economic indicators are 
improving, but foreign investors are 
still wary. Victor Mallet reports 

Buoyant markets 
belie challenges 


The robust performance of 
South African markets in 
the midst of the Asian eco- 
nomic crisis has been a trib- 
ute to two of the govern- 
ment's biggest achievements 
- the maintenance of politi- 
cal stability following the 
1994 election that brought 
the African National Con- 
gress to power, and the 
dete rmination of ANC lead- 
ers to pursue conservative 
economic policies that 
directly contradict the 
socialist ideals they nur- 
tured in exile or in jail for as 
long as three decades. 

In politics, the succession 
issue has been resolved. The 
ANC is expected to win the 
1999 election, whereupon 
Thabo Mb eld, deputy presi- 
dent and leader of the ANC, 
win replace the 79-year-old 
Nelson Mandela as presi- 
dent 

On the economic front an 
increasingly confident Tre- 
vor Manuel, finance minis- 
ter, has enforced fiscal, disci- 
pline in the face of muted 
protests from the ANC’s 
allies In the trade unions, 
and the South African Com- 
munist Party. Economic 
growth remains low and 
unemployment stubbornly 
high but the budget deficit 
ha« fallen, exports have 
risen and inflation has 
dropped to 5.6 per cent 

Thus it was that the rand 
held firm in 1907 despite the 
mayhem in the emerging 
markets of Asia. And South 
African bonds and equities 
have continued to benefit 
from an inflow of foreign 
money looking for an emerg- 
ing market home. 

"“The rand has held up 
well, portfolio flows have 
ftrid up wen and confidence 
in South Africa has held up 


well, 1 * says Carole Mason, 
group economist at Investec 
Rank in Johannesburg. “Our 
difficulty is In attr act i ng for- 
eign direct Investment 
(PDI)." " 

Mr Manuel says there are 
about 965 international com- 
panies with stakes in 2,060 
operations in South Africa, 
employing 380,000 people and 
controlling $4Sbn in assets. 
But these impressive«ound- 
ing numbers do not tell the 
whole story, because most of 
the companies and their 
investments have been in 
South Africa for many years. 

The flow of foreign invest- 
ment into new factories or 
businesses remains modest 
for a market of South 
Africa’s size. BusinessMap, a 
Johannesburg consultancy 
which monitors investment 
trends, says only about R4bn 
of the RSObn in FDI since 
1994 has gone to new pro- 
jects, with the rest 
accounted for mostly by 
expansion of existing 
operations or the purchase 
of privatised companies. 

Overall, FDI rose 65 per 
cent in 1997 to R13.6bn from 
B&2bn a year earlier, but all 
of the increase was due to 
the partial privatisation of 
Telkom. 

Alec Erwin, minister of 
trade and industry, remains 
undaunted. First he has seen 
the return of US investors 
who pulled out as a result of 
the anti-apartheid disinvest- 
ment campaigns of the 1980s, 
then he has watched multi- 
nationals reinvesting in 
theix South African 
operations, buying South 
African food and textiles 
companies or taking a stake 
in car manufacturing plants. 

“So now what we are 
working on is the third 


round of Investment which 
would be new greenfield 
investment,” he said in an 
interview. “Each step has 
been positive and gone welL 
“We have had no delays 
and they seem to be rolling 
nicely one into the other. 
Greenfield projects at the 
best of times take two or 
three years to get off the 
ground.” 

The biggest projects, such 
as Iscor’s steel mill at Sal- 
dan ha Bay on the west 
coast, are being carried out 
by companies with strong 
South African roots, but Mr 
Erwin denied being disap- 
pointed by the lack of for- 
eign interest in South Afri- 
can man ufacturing. “We are 
very happy with the level of 
foreign investment,” he said. 

Mr Erwin acknowledged 
that there were sectors, 
including some cheap cloth- 
ing and shoe manufacturing, 
where South Africa could 
not compete against China, 
Bang ladesh or other Asian 
rivals. But the country did 
have advantages in heavy 
machinery and certain types 
of garment 

“The government doesn’t 
support industries where we 
know we can't compete with 
south-east Asia. We help 
those industries to adjust,” 
he said. 

“But in other manufactur- 
ing the opportunities are 
very considerable. In capital 
equipment, mining equip- 
ment and engineering equip- 
ment we are highly compet- 
itive. In electronic 
equipment we are beginning 
to recover and that is 
looking very promising. 

“We have skilled workers 
and structurally lower wages 
than Europe, the US and 
Japan and lower than some 



of the south-east Asian coun- 
tries too.” 

Private sector business 
executives and economists 
are not as sanguine as Mr 
Erwin about the state of 
South African competitive* 
ness. They see opportunities 
in the fast-growing tourism 
and wnamrial services indus- 
tries and other service sec- 
tors and in the country's 
longstanding mining indus- 
try. but they are less confi- 
dent about manufacturing. 

Mhny factories were estab- 
lished for import substitu- 
tion and protected by high 
tariff barriers, which are 
now coming down as South 
Africa reintegrates itself 
with the world economy. 
“We were an economy that 
could make things from 
ice-cream to atom bombs, 
but everything inefficiently,” 
says Christoph KBpke, who 
heads Mercedes-Benz South 
Africa. “The South African 
economy was built on the 


foundation of import replace- 
ment and despite their 
socialist background the 
ANC very quickly noticed 
that that was doomed to fail- 
ure.” 

Realising the problem is 
one thing , but providing a 
remedy is another. Domestic 
and foreign: investors are 
sceptical about the ANC’s 
ability to restructure the 
country’s industry in a way 
that will make it internation- 
ally competitive; especially 
when such restructuring is 
likely to cause job losses. 

They are dismayed by the 
slow pace of privatisation, 
and by the government’s 
reluctance to liberalise the 
hi ghly regulated ail market 

Businesses have also been 
alarmed by the violent crime 
in South Africa, especially in 
the Johannesburg area, in 
recent years. Companies are 
forced to spend m oney on 
expensive security systems 
and find it difficult to per- 


suade foreign staff to come 
and work in a country that 
has become a byword for car 
hijackings and armed rob- 
beries. 

Another disincentive far 
potential foreign investors is 
the belief that the huge, 
diversified conglomerates 
such as Anglo American 
that grew up under apart- 
heid, when South Africa’s 
international isolation made 
it hard far them to invest 
overseas, will protect their 
homw market from intruders 
at all costs. 

The conglomerates retort 
♦ha t such views are non- 
sense put about by foreign 
companies which have foiled 
to an impact in South 
Africa's competitive domes- 
tic markets. 

But the perception 
remains, and the govern- 
ment is devising new compe- 
tition legislation to ensure 
tha t big co mpani es cannot 
abuse dominant positions in 


particular markets. “To 
unlock the South African 
economy you certainly have 
to have a much more aggres- 
sive , deconelomerisation , 1 " 
says consultant Moeletsi 
MbekL 

“What scares capital away, 
frankly, is more our big cor- 
porations than the unions." 

It is South Africa’s labour 
market, however, that is , by 
for the biggest concern of 
and potential inves- 
tors. Educational standards 
are low, partly because of 
the legacy of apartheid, and 
poor productivity cancels 
the advantage of relatively 
cheap labour. 

Labour relations have 
improved markedly since the 
start of the decade. Merced- 
es-Benz lost an average of SO 
days’ production a year 
between 1986 and 1990 but 
hardly a day since then. But 
emp loyers are bitterly oppos- 
ing a series of actual and 
intended labour laws, includ- 


ing a bill to promote affirma- 
tive action based on race and 
gender, which they say is 
inappropriately rigid for a 
developing economy and will 
discourage job: creation. 

Government ministers are 
unrepentant. “They look at 
me as if Tm this minister 
who is just bent pn- laws, 
says Tito Mboweni,. labour 
minister. “Through this 
legal regime all we are try- 
ing to do is to correct the 
inefficiencies of apartheid." 

Whatever they think of the 

latest labour legislation, few 
investors would argue with 
such an aim. But business- 
man such as Marinus Daling, 
executive chairman of San- 
j«*n , the mutual life assurer 
that is one of South Africa's 
biggest institutional|taves- 
tors, want thtBANC find its 
trade union alfies to fie con- 
stantly aware of interna- 
tional competition. “That," 
"says Mr Dating, “is the 
strangest tew.”. ‘ . 
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TO FIND THE 
FECT SOUTH! 
AFRICAN INVESTMENT, 
CLOSE YOUR EYES 
AND STICK A PIN IN 


\7kftkat we’re suggesting a kit and 
■Ll miss approack to investing in 

emerging markets. 

TT TTere merely pointing out^ 
rr okvions aclvan-^ 

tages of a Sontk African 
company witk a proven 
track recowl all around 
tke glote. 

J n Soutk Africa, 

Barlows ranks as a 
tine ckip performer, 
looking tack on ninety 

(jve years. of growtk. 

Y U at tke same time, oar 

activities span several ^ 
continents. From Nor&A™ 
tkrougk Europe, Soutk Eart As,., 
" Jown into Austrak. auJ of 

course, across Africa. 


Wkat's more, two of our eigkt divisions 
are kead-qpiarlered in tke US and UK. 

P resently, one tkird of our 
employees are Lased inter- 
nationally, predominantly 
in Nortk America and 
Europe. And tke transfer 
of expertise keyond 
national korders and 
across cultural divides 
- kas never keen easier. 
In fact, our international 
operations now account 
for one tkird of our total 
turnover. 

\Wfoch means our invertors 
” enjoy tke rewards of a 
young economy, kalanced ky tke 
security of glokal growtk. Tke kest 
of kotk worlds. 
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Barlow Limited 
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THE ECONOMY* by Tony Jackson 


Growth is the essential ingredient 
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The country aims 
to free its 
economy from 
the shackles of the 
apartheid years 

The South African economy 
displays the tension between 
two familiar forces in an 
unusually acute form. 

With black unemployment 
running at about 30 per cent, 
it is imperative that growth 
should rebound from its 
present miserable levels. 

But, for a developing coun- 
try In the wake of the Mexi- 
can and Asian crises, sound 
money is imperative as well. 
As Alan Greenspan of the 
US Federal Reserve recently 
remarked, another such 
upheaval will come along 
some day. South Africa suf- 
fered its own mini-crisis in 
1996, with the currency drop- 
ping by 23 per cent It can ill 
afford another. 

By common consent the 
ANC leans towards the 
sound money camp . Under 
central bank governor Chris 
Stals, real intere s t rates are 
generally regarded as fero- 
ciously high although Mr 
Stals disputes this. 

This is plainly a damper 
on growth. But after the mis- 
management under the rule 
of the Nationalist party, 
when real interest rates 
were persistently negative, 
the government stance has 
wide support in the business 
community. 

Carole Mason, group econ- 
omist at Investec Bank, says: 
The Reserve Bank doesn’t 
have growth high on Its pri- 
orities. 

“It Is more a question of 
attracting foreign capital to 
finance imports. And, with 
South Africa’s paltry savings 
ratio, it needs foreign 
exchange reserves.” 

The government's eco- 
nomic policy is laid down in 
a document known as Gear 
(growth, employment and 
redistribution). Drawn up in 
response to the rand crisis, it 
contains both growth targets 
and guidelines on monetary 
policy. 

The target for sustainable 
growth is 6 per cent Tony 
Twine, of the independent 
economic consultants Econo- 
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metres, says: “The reaction 
of most South Africans is to 
say, ’We’d love that hut 
we're not quite sure how the 
hell we’re going to get it’." 

Mr Twine’s own estimate 
of potential growth In the 
medium term is between 45 
and 5 per cent That’s not 
great" he says. “But if we 
stay there for a few years we 
can start making inroads 
into what is politely known 
as the labour reserve. If we 


stay below 4 per cent unem- 
ployment will grow.” 

The actual growth rate, Ms 
Mason observes, has aver- 
aged 1.3 per cent in the 
19905. Given population 
growth of 2 per cent, that is 
fairly dismal. 

She says: ‘If [real] interest 
rates came down to 3-1 per 
cent” [they are at present 
around twice that] growth 
should move to 4 per cent 
But, ideally, we need growth 


of 5-6 per cent. For that you 
need far more privatisation, 
no exchange controls and a 
reduced fiscal deficit” 

There is also an urgent 
need for deregulation. As a 
hangover from the siege con- 
ditions of apartheid, parts of 
the economy are still over- 
regulated. 

The oil industry is a prime 
example. Sasol, the chief 
indigenous producer, is the 
only oil company in the 
world still producing oil 
from coal. As an attempt at 
self-sufficiency, this is 
plainly uneconomic. 

But it is propped up by 
preferential treatment. Sasol 
has first right of supply to 
more than half the South 
African market at a guaran- 
teed price. 

Meanwhile, there are 5,000 
service stations around the 
country - , employing 50,000 
people. 

This level of staffing 
partly relies on the fact that 
the regulations forbid motor- 
ists to serve themselves. 

As Mr Twine observes: 
"Because of the distortions 
of the laager years, you have 
a lot of people doing jobs 
they shouldn't be doing. But 
at least they are jobs, and 
it's a brave government 
which tries to change that." 

If such impediments are 
removed, where is the 
growth to come from? One 
obvious source, given the 
vast reserves of labour, is 
services. particularly 
tourism. The chief obstacle 
to that is the crime 
rate. 

Here too. the government 
is in something of a box. 
Creating the forces to fight 
conventional crime takes 
money, but the government 
is committed to reducing the 
fiscal deficit 

A second source is manu- 
facturing. The South African 
economy, rather like that of 
Australia, has relied histori- 
cally on its wealth of raw 
materials. 

Exporting those, and 
importing finished goods, 
puts the country’ on the 
wrong end of the trade in 
added value. 

“It is totally absurd," says 
Mr Twine, “that we produce 
a huge share of the world's 
precious metals and -all the 
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precious stones you can 
think of, yet we don't have a 
jewellery manufacturing 
industry. 

“India has 800,000 people 
in that industry, which is 
three times the people we 
employ in mining." 

MeanwhOe, what is hap- 
pening to inward invest- 
ment? Perhaps unsettlingiy, 
portfolio inflows are on the 
increase while direct invest- 
ment remains relatively 
meagre. The economy there- 
fore seems vulnerable to out- 
flows of hot money. 

Mr Stals has robust views 
on this (see interview oppo- 
site). But there is one fur- 
ther problem, that of 
exchange controls and the 
reaction when they are 
finally lifted, probably over 
the next couple of years. 


Garth Griffin, managing 
director of the insurance 
group Old Mutual, says “I 
understand the way Chris 
Stals is managing this pro- 
cess. But. for overseas inves- 
tors, what is the real value 
of the currency given the 
pent-up demand among 
South African investors? Is 
there a potential waD of 
money going out?" 

As Mr Griffin - also 
remarks, such concerns mat- 
ter more to portfolio inves- 
tors than to companies. “The 
guys buying businesses here 
have mare fundamental con- 
cerns, such as the Labour 
laws and economic gover- 
nance." he says. 

“Is this an economy that 
will grow at 5 per cent, or 
lurch between Q5 and 3 per 
cent? If it's the latter, I don't 
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think they will give a damn 
about the currency." 

But if managing tine South 
African economy is a hard 
slog, there Is general agree- 
ment, in business circles at 
least, that policy is heading 
in the right direction. 
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STOCK EXCHANGE • by Mark Ashurst 


Good news banishes 



In the first 
quarter of this 
year the financial 
index has surged 
to record highs 

Brokers on the 
Johannesburg Stock 
Exchange have waited a 
long time for some really 
good news. 

The tumbling gold price. 
Asian flu. fears of another 
correction on Wall Street 
and sluggish domestic 
growth instilled a vague anx- 
iety among traders last year. 
Those concerns have been 
eclipsed by this year’s explo- 
sion in the fwmnrfai index, 
which has surged to more 
than 20 consecutive record 
highs in the first quarter. 

Excitement triggered by 
the imminAni- demutualisa- 
tion of Old Mutual and San- 
lam. the country's two big- 
gest equity investors which 
plan to convert to listed 
companies within 18 months, 
has been compounded by 
consolidation among their 
rivals. On March 10, Anglo 
American and Rand Mer-. 
chant Rank announc ed they 
would merge their banking 
and insurance interests to 
create Sooth Africa's largest 
listed company. 

A day later Liberty Life, 
the third largest equity 
investor, said it was in talks 
with Standard Bank to cre- 
ate another financial ser- 
vices giant. In a sector 
already buoyed by failing 
inflation and the prospect of 
a 2-3 percentage-point fall in 
interest rates by the year- 
end. “merger frenzy" was 
unleashed among investors. 

The financial index, which 
rose 36.1 per cent in 1997 to 
close the year at a record 
10,163. has gained another 
thir d in the three months to 
March. Anglo American. De 
Beers and their financial 
subsidiaries. First National 
Bank and Southern Life, 
have been the star perform- 
ers as the market rewarded 
news that operational con- 
trol of the new entity would 
be vested in the RMB stable. 


There is much more to 
come. Amalgamated Banks 
of Sooth Africa and Nedcar, 
which count Sanlam and Old 
Mutual respectively as their 
largest shareholders, are 
expected to follow the trend. 
The mergers will facilitate 
the di stribu tion of insurance 
and investment products 
through the retail hanking 
network - an activity known 
as “bancassurance". 

Their restru cturing is cm 
hold pending the demutu- 
alisations. The stock market 
listing of Old Mutual alone 
win create a company with a 
market capitalisation of 

Stock maifcrt 
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Gold last year contributed 
]pqc than 4 per cent of South 
Africa's gross domestic prod- 
uct, and accounts for just 3 
per cent of the Johannes- 
burg bourse. But it remains 
the nation’s biggest source 
of foreign ex chan g e . 

It says much for the new 
resilience of South Africa’s 
economy that the currency - 
and hence most non-gold 
equities - has been rela- 
tively unscathed by last 
year’s 47 per cent plunge in 
the Johannesburg gold 
index. 

Memories of 1996. when 
the rand lost 28 per cent of 



1996 


about RSObn, equal to South 
African Breweries, the 
world's fourth largest 
brewer, and about 4 per cent 
of the total value of the 
Johannesburg exchange. 

An increased tax on pen- 
sion fond income, which 
rose from 18 to 25 per cent in 
this month’s budget, and an 
opportunistic demutualisa- 
tion levy of 2.5 per cent or 
free reserves have not damp- 
ened sentiment 

Despite the buoyant mood, 
the market remains vulnera- 
ble. Johannesburg tradition- 
ally tracks the Dow Jones, 
and analysts are nervous of 
a further correction on Wall 
Street In an economy where 
bus in ess people in industries 
as diverse as vehicle manu- 
facturing and computer soft- 
ware can quote the daily 
movements in the gold price, 
further weakness in bullion 
could also knock confidence. 


1997 


1998 


its value against the dollar, 
remain vivid. But while the 
fall in dollar income from 
gold has dented the balance 
of payments, it has not 
deterred foreigners. Net pur- 
chases of South African 
equities by foreigners 
reached a new high of R26bn 
last year compared with 
R5.2bn in 1996. 

Economists predict the 
rand will continue its grad- 
ual decline against the dollar 
from its present level of just 
under R5 to about R5.20 by 
the year-end. This robust 
performance, which com- 
pares very favourably with 
the outlook for other emerg- 
ing market currencies, is due 
largely to astute manage- 
ment of the currency by the 
Reserve Bank. 

Chris Stals, its staunchly 
monetarist governor, has 
drawn cm foreign credit lines 
to resist speculators while 


reducing the bank-’s exptv, 
sure in the forward mark e t . V.. 

The stability faripe&vtbft ;Ir 
Johannesburg - bourse/' 
recover quickly from Ocfo- .. 
ber's slump in Hong Kcfig-' - 
when the -drop in. t!bt Dcsbv/ 

Jones drag ge d the JSE to afi - 
eigbt-year low; '* / / r 

The local market httssmee/ 
proved resilient to the :eeo-ri 
nomic crisis in AshL-qaTa:-.- • 
few analysts are optimtotin r 
that the turmoil may prompt // > ; 

investors to take a second - 'tiESc? 
look at Johnnnestaing- They ; -I : 
c laim South Africa is tew : / 

vulnerable to weakness, in.. ; . , 

other emerging m arietta,.- : 
including the currency cristt r ' -77 
in neighbouring ZimtabW^/J./ V - 
than its Asian peers. ; : Ti;; Lji 

Johannesburg’s banking 
sector is robust, the rand & 
not pegged to a y-.;:; 

exchange rate mechanism*/ W ' ; 
regional trade is less de^^r^ . 7 " 
oped and total fardgtrtteti£ ! ' f j ^ 

is lower. i 

For all that, few local coat .f 
parties will escape the Asian r ^ 

meltdown. South African . / 

industry has scored signlfi- Vy - 
cant improvements ini 
ductivtty,' prompter by"-: tbe -_’~ 
dismantling of tariff protoc*.-/ \ 
tion and the end of the 
house economy fostered dnr- / -7; : 
ing isolation. • Vj^yr.-js^i 

But many of the stnn»BKt;^u 
local companies are exposed.: 
to commodity prices — ‘ 

bly iron, steel. nan-f«iotiS^;>; 
metals, minerals, paper and 
industrial chemicals - which . 77! ^ •' 
have been knocked by fi&v : 
ing demand in Asia. Asaan . 

imports will also threaten - 

the fledgling electronic ccm 
ponents industry and local T 
car manufacturers. 

With annual gross domes- 
tic product growth taftolng -• - 
at about 2 per cent, and . ’ 
inflation on course to tot 5 - 

per cent by the year-end. ±he - 1 

era of annual earnings of 2S 
per cent from blue-chip 
industrial counters has 
given way to a more sober 
environment. .. - 

Edward Osborn, econoutist - 
at Edey Roger, a Johannes- T \ 
burg stockbroker, predicts 
corporate earnings will. . .1 
shrink to about 7-10 percent ' 
in the long term. 
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African Game Reserve 

Ona e< lha last ra wildemaag areas: HOOP acres in Botswana. 

M In b o gwa ncy area ctf 300,000 acres, contains l ar pe gl numbers 
cf BiopharK on privately owned land anywhere in the world. 

Uon, leopard, ctoetah and a wide variety of gams. 

Pwehaso share In this private reserve. Thatched lodge, bushcwi®, 
1000 metre runway and hangar, game drive vehicles etc, Tha reserve 
is eccessbie and prcrfestJunaSy managed tar owners and guests. 
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SHELLY BEACH, NATAL 

2 Adjoining Pkrts - Single Store; Cottage, 6 beds, 5 batfas, pool. 
Other collage has 3 beds, 1 bath. 

Botii lave town planning for 3 suwey block flats. 

Garden runs into sea. Heavenly location, near shopping mall. 
Price Guide £850k 

TU: +44 171 834 4123 . 


PORT SHEPSTONE, NATAL 

Magnificent Hotel Overlooking Sea. 

Fantastic location. 25 Beds en suite. Dining Room, rnrln^i Bar, 
Restaurant (Night Club). Swimming PooL 
Guide Price: £856k ojlo. 

Tel: +44 171 834 4123 
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Creating Investment opportunities between 
South Africa & Europe 

Our aim is to target areas of high investment potential 

in Real Estate & Property development 
throughout the Western Cape, 

We strive to optimise the benefits of exchange agnW -- 
European & US Currency 
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Undeveloped land / Plot & Plan 
Medium - latge scale development opportunities 

For more infornntlou please contact Wavne 
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INVESTING IN SOUTH AFRICA 3 


INTERVIEW: CHRI S STALS . bv T onv J^snn 

Sit back and let the markets work 


'Our monetary 
policy is the 
obvious one: an 
environment of 
financial stability* 

When investors talk erf the 
uncertainties facing the 
South African economy, two 
come high on the list what 
policies will be pursued by 
the next president. Thabo 
MbefcL, and who will replace 
Chris Stals. 

Mr Stals’ present term as 
governor of the Reserve 
Bank ends in July next year. 
He makes it clear that he 
will call it a day. 

“That will make it 10 years 
I have served as governor.” 
he says. “Nothing has been 
decided, and there has been 
no discussion with govern- 
ment But I'll be 64 then, and 
I’m certainly looking for- 
ward to becoming a pen- 
sioner.” 

Indeed, it has been a tough 
10 years. In the first phase, 
he had to cope with the fis- 
cal eccentricities of. the 
Nationalist government. 
Since the 1994 change of gov- 
ernment the bank has 
secured greater indepen- 
dence, and he has been more 
free to pursue the policies he 
sees fit 


But those policies have not 
proved universally popular. 
Mr Stals' monetary stance 
has been uncompromising; 
and at a time of 707 high 
and politically explosive 
unemployment he is seen by 
some as the enemy of 
growth. 

He meets the accusation 
with a straight bat “Our 
monetary policy is the obvi- 
ous. one: an environment of 
financial stability, which is 
conducive to economic 
growth in the medium to 
long term.” 

His objective, in other 
words, is intermediate. The 
final objective may be jobs 
and growth, but that is a 
matter for the government. 

Critics also say that with 
interest rates around 13 per 
cent and inflation of perhaps 
6 per cent, real interest rates 
are cripplingly high. Cer- 
tainly, they appear unprece- 
dented in South Africa’s 
recent history. 

Nonsense, says Mr Stals. 
“Real interest rates in South 
Africa are about the middle 
for 26 emerging markets in 
the world today. I'm not 
even sure they're high his- 
torically." 

The question is one of 
measurement “Prime rate is 
not a good starting point; 
most big borrowers borrow 


BLACK EMPOWERMENT ♦ by Mark Ashuret 

New rush into 
business 


Joint ventures 
between companies 
are helping to 
redress the balance 
of power 

Almost four years after 
South Africa's first black- 
controlled companies were 
listed on the Johannesburg 
Stock Exchange, barely a 
week goes by now without 
new “empowerment deals" 
making the hpadHnes- 

Most involve joint ven- 
tures between white-owned 
companies and unlisted 
investment trusts owned by 
black entrepreneurs and 
trade unions. 

The deals have increased 
the proportion erf listed com- 
panies part-owned by blacks 
to almost 5 per cent of the 
market capitalisation of the 
Johannesburg Stock 
Exchange. But among listed 
companies the number of 
significant black-controlled 
businesses is as short as it is 
familiar. 

Of these. Real Africa Hold- 
ings and New Africa Invest- 
ments have reported earn- 
ings growth of more than 400 
per cent over the past two 
years. Both are East-growing 
industrial conglomerates 
built around niche life assur- 
ers serving the low income 
consumer market 

A third and once promis- 
ing new conglomerate is 
mi ssi n g from this league of 
“black chips” - Saflife. The 
black-controlled financial 
services group last year 
became the biggest share- 
holder in JCI, the mining 
house sold by Anglo Ameri- 
can in November 1996 to pro- 
mote black economic 
empowenneni- 

But the collapse of the 
gold price and disputes 
between its new owners 
have wrecked the project 
The century-old mining 
house will be liquidated next 
month. 

Stephen Koseff, chief exec- 
utive of Investec, the invest- 
ment bank which helped to 
create Saflife and backed its 
acquisition of JCI, says JCPs 
demise spoiled a still bolder 
plan. 

“We wanted to create a 
major, diversified, black-con- 
trolled holding company 
with interests in the finan- 
cial sector and mining- An 
industrial arm would have 
come next," he says. 

Despite the heavy losses 
incurred by both white insti- 
tutions and predominantly 
black pension ftmds a signif- 
icant new mining group has 
been salvaged from the 

debris of JCL 

The new venture, to be 
known as JCI Gold, wifi 
acquire Western Areas, the 
group's best gold mine, and 
a portfolio of minor gold 
Interests from the moribund 
JCL these will be pooled to 
create a new gold-focused 
company with a net asset 
value of about R2.3bn, or R15 
a share. JCI Gold will be 
controlled jointly by the 
African Mining Group, a 
broad-based black consor- 
tium. and the Kebble family, 
which funded the “-IMed 

acquisition of JCI for B54.50 

a share by Mzi Khumalo. its 
former chairman- 

Most of AMG'S members 

were party to Mr Khumalo s 


original bid in November 
1996 but were subsequently 
marginalised when the t urn - 
bling gold price scuppered 
efforts to finance the deal 

Mr Khumal o resigned from 
JCI in January after a row 
over corporate governance. 
In his absence other AMG 
members will acquire a 
stake in JCI Gold, the new 
venture, at a much lower 
price. 

“We bought (JCI) at the 
top of the market, now we 
are buying (JCI Gold) at the 
bottom." says Brett Kebble, 
chairman of JCTs gold divi- 
sion. “We have snatched vic- 
tory from the jaws of 
defeat" 

Of the many lessons learnt 
from JCI’s metamorphosis, 
perhaps the most significant 
has been a reappraisal of 
what defines a “commercial" 
transaction. Sixteen months 
ago Mr Khumalo's bid for 
JCI was widely feted because 
be paid a premium to JCTs 
market value after a compet- 
itive tender. 

In future the “commercial" 
merits of black empower- 
ment deals will be judged 
more on their potential to 
enhance future performance 
than on the price tag. 

Judged by that criterion, 
no deal has been more 
sophisticated than the acqui- 
sition by a black consortium 
of a controlling stake in PQ 
Africa, the South African 
subsidiary of Persetel Q 
Data, the information tech- 
nology group. A consortium 
led by Real Africa will take 
up 51 per cent of PQ Africa 
in May at a discount of 
about 27 per cent to the mar- 
ket value. 

The payment will be stag- 
gered in three tranches, with 
further discounts if the com- 
pany fails to achieve its 
profit forecasts. The buyers 
also have a first right to 
acquire several erf the com- 
pany’s start-up operations, 
once they break into profit, 
and to exchange their shares 
in 2002 for a stake in the 
group's international sister 
company, PQ InternationaL 

No other black empower- 
ment deal has been as care- 
fully tailored to reduce risk 
to the black partner. The 
terms appear justified by the 
volume of new business 
av ailab le from corporate and 
parastatal clients under 
pressure to support black- 
owned companies. That 
trend has already boosted 
turnover at PQ Africa in the 
months following the deal. 

Don Ncube, Real Africa 
chairman, says the deal 
reflects enlightened self-in- 
terest on the part of PQ 'S 
white owners. "If you want 
to control all. you run the 
risk of losing afi. The dis- 
count will come back to 
them in the form of a bigger 
busi ness .” he says. 

But, if PQ is the most 
sophisticated of the recent 
deals, it has been overshad- 
owed by the sheer scale of 
recent announcements by 
Sanlam and Old Mutual. 
Both life assurers, which are 
South Africa’s biggest equity 
investors, plan to convert to 
public companies within 
about 18 months. 

The move will create more 
black shareholders than any 
of the asset transfers yet 
arranged by white institu- 
tions. 


below that. Many people 
would prefer the deposit 
rate, which Is around 23.5 
per cent. As for Inflation, 
that is a matter of expecta- 
tions over the next 12 
months. Wo have reduced 

that, but most people still 
expect 8-10 per cent, despite 
the fact that it's 5.5 per cent 
at present” 

In other words, the real 
rate is perhaps 5 per cent 
Alternatively, take the real 
yield on long bonds. “In 
most industrialised coun- 
tries. that is 4-5 per cent 
South Africa has a yield of 
133 per cent and B per cent 
expected inflation. That's 
not much higher the" the 
US." 

The general expectation 
on inflation, he argues, is too 
high. Granted, the latest 
headline figure of 5.5 per 
cent is unrealistically low. 
The underlying figure he 
puts at 72 per cent. 

“But I think there's good 
reason to hope the rate will 
remain lower permanently. 
This isn't the perception in 
South Africa. All wage rate 
negotiations still start from 
the assumption of 10 per 
cent inflation.” 

In fact South Africa has 
no official inflation target. 
“We would like to have one. 
like other countries. But 


■that has to be set by govern- 
ment . policy. The central 
bask would then have to tell 
the government what the fis- 
cal policy should be to 
match that, and what should 
happen in the labour mar- 
kets." 

Plainly, this is dangerous 
territory politically. Unsur- 
prisingly, then, the bank has 
preferred In the past to fell 
back on controlling the 
money supply. But as other 
countries, have found, that is 
a dubious measure. 

“The money supply has 
been Increasing at 15 per 
cent a year for three years 
now, and inflation T w » y been 
coming down", Mr Stals 
says. “So the model is very 
unreliable at this stage.” 

He now favours a more 
eclectic approach. “We’re 
moving towards an inflation 
target. We give our interpre- 
tation: a rate of inflation 
comparable with our trading 
partners and major competi- 
tors. That should by defini- 
tion keep the exchange rate 
more stable." 

The average for those 
countries, he calculates, is 
below 5 per cent. “In indus- 
trial countries it's 3 per cent, 
but that’s too ambitious. So 
we'll settle for a range of 
zero to 5 per cent” 

So much for the internal 


value of the Rand. The 
remaining question is its 
external value: in particular, 
whether it is vulnerable to 
the catastrophic reversals 
semi recently in Asia. 

First, as Mr Stals is careftti 
to emphasise, that is a sec- 
ondary effect. The main 
thing is to curb inflation. 
The exchange rate is the 
result, not the objective. 

What about the pattern of 
foreign inflows? Granted, he 
says, that has not been ideal 
recently.- Portfolio invest- 
ment has risen sharply, 
while direct investment - 
which, by its nature, is less 
volatile - has slowed down. 

In January and Fehruary, 

Mr Stals calculates, almost 
RSbn ($2bn) came into the 
South African bond and 
equity markets from over- 
seas. That compares with 
R36bn is the whole of last 
year. That could be a sign of 
speculative pressure. “But it 
also increases liquidity and 
brings interest rates down. 
In the present depressed real 
economic environment in 
South Africa, we welcome 
that" 

Foreign direct investment 
is increasing, and presently 
accounts for around 25 per 
cent of total capital inflows. 
“But there has been disap- 
pointingly low growth in the 


past two years. It’s difficult 
to say why. but it is perhaps 
linked to the domestic econ- 
omy, where growth in fixed 
investment is down from 10 
per cent in 1994 to 45 per 
cent now." 

The final question relates 

to exchange controls, which" 
are being reduced and are 
widely expected to mid in 
the next couple of years. 
While giving nothing away, 
Mr Stals appears nn worried. 

“I begin to believe that 
we’ve solved that problem 
with our gradual relaxation 
over the past four years. 
Exchange controls are not 
very effective any more. For 
corporations, obtaining per- 
mission to invest outside 
South Africa has become 
very much a formality, and 
we find demand fix- outward 
investment has declined a 
lot’ 

As for the hot money 
effect, this has not been a 
danger so far. “Portfolio 
investment is potentially 
very volatile, but that hasn’t 
been in our experience. Even 
in the (1996] Rand crisis, we 
never had net selling by for- 
eign portfolio investors. 
They have always been 
net buyers since the finan- 
cial rand was abolished in 
1995." 

Why was this? “Especially 



Chris State: Tm looting forward to becoming a pensioner* 


at the be ginning , we were 
very worried about big 
inflows and asked them that 
question. Their answer was 
that they had never had any 
South African investments 
in their portfolios. So if they 
built up an exposure of 1 per 
cent, that was a long-term 
position.” 

Over time, Mr Stals 



emphasises, the plan is to 
expose the' economy to the 
discipline of the markets. 
“The more you open up and 
integrate with the rest of the 
world," he says, “the more 
the markets take care of 
themselves. To accept that 
strategy, we must have the 
courage to sit back and let 
the markets work." 


A 


.1 


If you want to do business in Africa, 
you’ll need the right connections 


Some people think it takes courage to invest in Africa. We say it takes 
confidence and local knowledge that's second to none. Which is why, 
when it comes to helping international businesses establish a bridgehead, 
Anglo American is in a class of its own. 

The Anglo American family of companies started many of the now 
established industries in Africa. Today, with names such as Daewoo, 
Mitsubishi and Ford currently involved in joint manufacturing and 
marketing projects, the Anglo American group is helping to transform sub- 
Saharan Africa into one of the world’s most fertile investment regions. 

From our core businesses in mining, minerals and metals, we’ve moved into 
steel and engineering, pulp and paper, chemicals and construction, 




electronics and property, fanning and financial services. A carefully 
diversified portfolio and one which, in the last ten years, has outperformed 
all major world indices. 

Anglo American has long been a world class group with extensive 
international investments. However, our commitment to Africa remains 
absolute. Anglo American and its associated companies provide 
employment for more than 400,000 people in the sub-continent alone. 
With this unique wealth of experience, it’s hardly surprising that when 
businesses need an introduction, their first call is Anglo American. 


Anglo American Corporation 




For more information on Anglo American Corporation contact our London office 19 Charterhouse Street. 
London ECIN 6QP. Telephone (44)171 430 3562 or Facsimile (44)171 430 35®. 
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CORPORATE GOVERNANCE • by Tony Jackson 


Exit now from the time warp 


FINANCIAL SERVICES . bv Mark Ashurg 

Echoes of an 


Companies need to 
sharpen up and 
extend their core 
businesses abroad 


From the standpoint of New York 
or London much of corporate 
South Africa seems stuck In a time 
warp. Vast, tangled conglomerates, 
apathetic shareholders, non-voting 
shares, pyramid holding companies 
- it all smacks more of the 1970s 

than the millenninm. 

Much of this can be traced 
directly to apartheid, and to 
exchange controls in particular. As 
South African business people fre- 
quently point out, the conditions of 
the 1970s and 1980s left them with 
little choice in managing their 
affairs. 

First, a combination of high 
inflation and high tax on Interest 
payments meant the only sensible 
way to invest surplus cash was In 
equities or corporate assets. At the 
same time exchange controls 
meant those assets had to be South 
African. 

Thus the big life companies such 
as Old Mutual and Sanlam became 


custodians of the nation's savings, 
building up huge holdings - typi- 
cally, 15-20 per cent - in the 
nation's quoted companies. 

Meanwhile, those companies 
bought up all the corporate assets 
which came on the market, includ- 
ing those dumped by foreign com- 
panies quitting the country. 

The result is some very odd cor- 
porate structures. South African 
Breweries, for instance, is the 
world's fourth largest brewer with 
strong positions in international 
markets. At home it also makes 
plate glass, matches, shoes and 
razors and runs retail and hotel 
empires. 

To be fair, there are exceptions. 
South Africa's financial services 
are broadly world class, as is the 
mining industry. For the rest, the 
message is clear. South African 
companies need to extend their 
core businesses abroad while shed- 
ding peripheral assets at home. 

From the point of view of foreign 
investors this raises two questions. 
How far have South African com- 
panies accepted the need to unbun- 
dle? And how far will the institu- 
tions put pressure on them to 


release value by doing so? 

In public, at least, some of the 
biggest companies are ambivalent. 
Michael Spicer, a director of Anglo 
American Corporation, queries the 
idea that focus is everything. 

“We have always resisted the 
notion that one size fits all", be 
says. “There is only one orthodoxy 
in the City Jof London] or Manhat- 
tan. but there are always interest- 
ing exceptions whether it is Gen- 
eral Electric or the Wallenberg 
empire.” 

The latter instance is perhaps 
unfortunate since the Swedish 
model, like the South African, is 
under pressure to reform. But, as 
Mr Spicer makes clear. Anglo is 
not opposed to change. 

Mervyn King. South Africa's 
leading authority on corporate gov- 
ernance and author of the 1995 
King Report, the equivalent of the 
Cadbury' Report in Britain, points 
out that there has been quite a lot 
of unbundling already - the 
break-up of the Malbak industrial 
group a year ago or the mining 
group Gencor’s spin-off of Billiton. 

Mr King now works at First 
National Bank. Its ultimate con- 


troller. he points out, is Anglo, 
“But 1 think youll find unbundling 
there, too. in the future." 

The pressure, be argues, is not 
only commercial. The government 
also sees the conglomerates as con- 
centrations of power and is looking 
at bringing in new competition 
laws. "So there could be invest- 
ment opportunities here that you 
will find nowhere else in the 
world.” 

What about the other side of the 
coin, the institutions? Tom Board- 
man. chief executive of BOE 
Investment Bank, says: “There is 
□o question that South African 
shareholders, including the institu- 
tions, are a fairly apathetic group. 

On the other hand, he concedes, 
there are signs of change. Fund 
managers, he says, are starting to 
pop up at AGMs and ask questions. 

Garth Griffin, managing director 
of Old Mutual, displays some of the 
same ambivalence as Anglo. On 
the one band, be says. Old Mutual 
has traditionally operated as a 
portfolio investor pure and simple. 

Though the list of companies in 
which it holds 15-20 per cent runs 
to a page and a half of print, those 


in which it has board representa- 
tion are in single figures. 

But Mr accepts that com- 

panies must create value. As he 
points out. Old Mutual itself plans 
to demutualise. “As we go through 
that process, the one thing we 
know is that management is 
focused on shareholder value." 

There remains one thorny ques- 
tion, that of pyramid structures 
and non-voting shares. As Mr 
TVrarriman paints out “There axe a 
lot of femily-controlled companies 
in South Africa, end their first tac- 
tic to raise money was pyramiding. 
That is how we built up BOE." 

On the other hand, he and Mr 
Griffin both argue that the issue is 
best left to the market. “If the mar- 
ket no longer wants non-voting 
equity and pyramids", he says, “it 
will start the shares." 

There is one final catch. The gov- 
ernment is keen to promote black 
empowerment. 

“And how do you put black 
people in charge without capital?" 
Mr Bctardman asks. “The answer 
is, by pyramiding and non-voting 
shares. That is the government’s 
view as well." 


explosion 


The shake-up 
of institutions 
is producing 
spectacular 
combinations 


TRADE AND INVESTMENT • by Victor Mallet 


An African 
renaissance 


South Africa's world trade 1996 

SbIWon 




The lifting of the 
sanctions regime 
has opened up 
new opportunities 
for businesses 


South Africa, the continent's 
most powerful economy, was 
largely deprived of its natu- 
ral commercial hinterland 
north of the Limpopo river 
during the years of apart- 
heid and economic sanc- 
tions. 

South African consumer 
goods dribbled through to 
countries such as Zimbabwe 
and Zambia, but rarely fur- 
ther north, and companies 
kept a low profile. 

All that has changed since 
the election of the African 
National Congress-led gov- 
ernment in 1994 and the lift- 


ing of sanctions. Trade and 
investment in Africa by 
South African companies, 
and by foreign companies 
based in South Africa, have 
grown rapidly. 

Multinationals such as 
British Petroleum and Shell 
can now co-ordinate their 
operations across southern 
and eastern Africa. Big 
South African companies 
have invested in mining, 
brewing and supermarkets 
while others are selling 
tr ucks, cars, machinery an d 
consumer goods into Tanza- 
nia. Uganda and beyond. 

The economic foundations 
for this rapid growth of 
trade lie in what is seen as 
the beginnings of an “Afri- 
can renaissance". 

Most of Africa remains 
desperately poor after three 
decades during which it fell 
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far behind Asia and Latin 
America But several econo- 
mies. notably Uganda, have 
started to expand rapidly in 
the 1990s. 

South Africa is an obvious 
base for companies that 
want to take advantage of 
such a renaissance. Its trans- 
port and telecommunica- 
tions infrastructure is unri- 
valled on the continent, it 
produces more electricity 
than the rest of Africa put 
together and it has a third of 
Africa's telephone lines. 


But there are problems. 
Other African countries run 
big trade deficits with South 
Africa and resent its dispro- 
portionate economic clout. 

South African government 
ministers have become 
acutely aware of the sensi- 
tivities of their neighbours 
and negotiations are under 
way to create a free trade 
area in the 14-member 
Southern African Develop- 
ment Community. 

Business executives also 
have to tread carefully. “We 
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African Energy, a new monthly newsletter from FT Energy, 
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are very conscious that in 
the rest of Africa there is a 
concern that you have a big 
brother down here.” says 
John Drake, who is chair- 
man and chief executive of 
Shell South Africa and over- 
sees regional operations. 

Other obstacles to doing 
business in Africa are more 
familiar. Bureaucracy, cor- 
ruption and economic mis- 
management are still rife, 
although investors say eco- 
nomic liberalisation has 
eased the difficulties in sev- 
eral of South Africa’s trad- 
ing partners. 

“We are cautious," says 
one local businessman deal- 
ing with his company’s Afri- 
can investments. “Markets 
are small and currency 
depreciation is something 
that scares the living hell 
out or us." 

Another concern is the 
amount of management ttmp 
spent on negotiating deals 
that are still small by global 
standards. “Companies do 
find it difficult to deal with 
Africa,” says Jenny Cargill 
of BusinessMap, a Johannes- 
burg consultancy. 

“At this stage it is a strate- 
gic decision by companies 
rather than a short-term 
profit decision." 

South Africa-based compa- 
nies are nevertheless eagerly 
exploiting new opportunities 
for expansion. A consortium 
led by Anglo vaal is negotia- 
ting to buy some erf Zambia’s 
copper mines, one of numer- 
ous min in g deals involving 
South Africa’s minerals 
groups. South African Brew- 
eries has been buying 
operations across the conti- 
nent 

Banks and financial ser- 
vices groups have also been 
i active throughout southern 
I Africa. 

Mercedes-Benz of South 
Africa has been exporting 
trucks and cars to various 
African markets and is con- 
sidering the development of 
a simple, durable “African 
truck" which could be over- 
loaded by 50 per cent - a 
recognition of reality rather 
than a marketing ploy - and 
still survive the continent’s 
rough roads. 

Toyota South Africa Is 
exporting left-hand drive 
vehicles to west Africa as 
well as right-hand drive ones 
to markets in the south and 
east 

In retailing, the Shoprite 
Checkers group now has 20 


African stores outside South 
Africa, Including a chain in 
Zambia bought from the 
state in a privatisation deal, 
and is looking at further 
investments. 

Such projects are not 
always easy. Local shopkeep- 
ers resent seeing profit mar- 
gins cut sharply by foreign 
supermarkets as prices fall, 
and there has been much 
debate about the merits of 
using scarce foreign 
exchange to import con- 
sumer goods. 

Pick *n Pay. another South 
African retailer, has 
operations in Zimbabwe, 
Botswana, Namibia .and 
Swaziland and is planning to 
open stores in Mozambique. 
Gareth Ackerman, manag i ng 
director, group enterprises, 
believes it is important to 
upgrade agisting facilities 
rather than impose “a sort of 
neo-colonialism" by trying 
to create new and expensive 
infrastructure that deve- 
loping economies cannot 
afford. 

For oil companies such as 
BP and Shell there is no 
doubt about the benefits of 
South Africa’s reintegration 
into the rest of the conti- 
nent. Their joint venture 
refinery in Durban produces 
more diesel than the petrol- 
hungry South African mar- 
ket can absorb, but they can 
send the surplus to the 
diesel-consuming nations 
further north. 

Fred Phaswana, Cape 
Town-based chairman of BP 
Southern Africa, relishes the 
chance to co-ordinate invest- 
ment and marketing plans 
for the whole region, some- 
thing that was all but impos- 
sible in the days, of sanc- 
tions. 

“It’s very exciting for us to 
work across Africa," he says. 
Mr Phaswana also notes that 
demand for liquid fuels in 
Africa is growing at five to 
six per cent a year, about 
three times as fast as in 
mature markets. 

Mr Drake of Shell is 
equally enthusiastic. A 
dosed South African market 
of 40m people has opened 
oat to become part of a 
region with 200 to 250m 
inhabitants. 

“We are now connected to 
the rest of the continent.” he 
says. “It is probably the 
most exciting thing to me of 
what is happening post- 
apartheid. The barriers are 
coming down." 


Long viewed as one of South 
Africa's few internationally 
competitive industries, the 
financial services sector has 

withstood the influx of for- 
eign competitors since 1994 
more or less unscathed. 

The frenetic activity that 
exploded in the sector 
this year has been triggered 
not by more aggressive new- 
comers but by a radical 
restructuring of local institu- 
tions. 

Old Mutual and Sanlam. 
the two biggest equity inves- 
tors. signalled last year they 
were considering plans to 
demutualise and convert to 
companies listed on the 
Johannesburg Stock 
prrrhangp - The move, which 
has since been confirmed by 
both institutions, will add 
more than 5 per cent to the 
JSE’s total capitalisation. 
But that may be the least of 
its effects. 

Wary of the impact of the 
demutualisations, which are 
part of a broader strategy to 
transform from life assurers 
to diversified financial ser- 
vices groups, their listed 
rivals have charted a si m i l ar 
course. 

The first of these plans 
reached fruition this month 
when a spate of corporate 
restructuring spurred the 
financial index of the JSE to 
a series of record highs. 

The most spectacular is 
the merger of the banking 
and insurance interests of 
Anglo American, the 
resources-based conglomer- 
ate which dominates the 
local economy, and Rand 
Merchant Bank, an entrepre- 
neurial niche player. 

The combination will 
merge Anglo’s Southern Life 
with RMB’s Momentum, sep- 
arate the retail operations of 
First National Bank to form 
a new wholly owned subsid- 
iary and combine the asset 
management, corporate and 
investment banking inter- 
ests of both groups. 

The new formation will be 
South Africa’s largest listed 
company with assets of 
about R250bn and a market 
capitalisation of RSObn. 

A day after the Anglo- 
RMB deal was announced on 
March 10. Liberty Life, the 
third largest equity investor, 
said it was in talks to com- 
bine its interests with Stan- 
dard Bank under a single 
holding company. 

The move could unwind 
the cross-shareholdings 
between Liberty and Stan- 
bic, the Standard parent in 
which Liberty holds 44 per 
cent, to create a new finan- 
cial services giant with 
assets of about R300bn. 

While negotiations pro- 
ceed, Liberty International, 
the group's British property 
and financial services sub- 
sidiary. has set its sights on 
a place in the FTSE 100. In 
January the London-listed 
company hired Jim Sutcliffe, 
former head of Prudential, to 
lead its search for an acqui- 
sition of up to £2£bn. 


Analysts expect Ammsaiu- 

ated Banks of South Africa 
and Nedcor, which with F NB 
and Standard dominate the 
retail sector, to be swept up 
in the same wave of cousnd* 
dation. Both await the stock 
market listing of their larg- 
est shareholders, Sanlam 
and Old Mutual respectively. . 
before a new corporate struc- 
ture can be finalised . 

Although the details vary . 
a co mmon theme in all these 
transactions is a move f by 
life assurers to sell insur- 
ance products through the. 
distribution networks of 
retail banks. 

Helped by a generous tax 
regime, a flimsy state wel- 
fare system and the 
doubledigit corporate earn- 
ings generated by South. 
Africa’s hothouse economy 
during isolation, life assur- 
ers have long dominated the 
financial sector. 

The imposition in this 
month's budget of higher 
taxes an pension funds, and 
an opportunistic one-off 
demutualisation levy of 2o 
per cent of the mutuals' free 
reserves, may have dulled 
the glint in policyholders' 
eyes. But it hardly detracts 
from the importance of the 
restructuring. 

The insurers' increasaigiy 
sophisticated products .will, 
give a new lease of life to 
retail banks burdened by the 
high costs of extensive brick, 
mortar and communications 
networks, whieh absorb on 
average 65 cents in every 
rand of income. 

“Banks and insurers are 
competing with each other 
right across , the investment 
spectrum.” says Stephen 
Koseff, chief executive at 
Investec, an investment 
bank. In future, at least 
within the new financial ser- 
vices giants, some will also 
be collaborating. 

The outlook for smaller 
institutions is uncertain. At 
least 75 foreign banks have 
opened offices in Johannes- 
burg during the past four 
years but none have tested 
the retail banking sector, 
nor threatened the dominant 
position of the “Big Four" 
commercial banks. 

Increasingly they have 
bowed out of the market for 
low margin corporate work, 
where foreigners are rou- 
tinely undercut by their 
local peers. More specialised 
treasury, cross-border and 
advisory services are more 
promising sectors where 
South African companies 
will pay a premium for 
access to a global network. 

Greater discrimination 
will also be the distinguish- 
ing characteristic of success- 
ful small operators in the 
insurance sector. White the 
consolidation among top 
flight banks and insurers 
will enhance their exposure 
in all sectors erf the insur- 
ance market, their smaller 
rivals are hatching new 
schemes to retain their exist- 
ing client base. 

The most compelling evi- 
dence for this trend came 
last month in the form of a 
hostile bid by African Life, 
an entry level life assurer 
serving a predominantly 
black market, for Norwich 
Life, a mid-market operator 


"We are looking for a life - with a strong, property 
J SSSL^S and asset management port- 


don. Liberty’s 67-year-old 
chairman. “The medium- 
sized ones are by and large 
very overvalued, in general, 
the bigger they get the 
cheaper they are ” 


folio. 

Though unsuccessful, the 
mere fact of a hostile bid - a 
rarity in corporate South 
Africa - Is a token of pro- 
found change. 
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GOLD » by Mark Ashurst 


New dawn for the golden age 


INVESTMENT • by Victor Mallet 


A wave of 
consolidation in 
the industry has 
followed the foil 
in the gold price 

The tumbling gold price, a 
new spirit of co-operation 
among beleaguered mine 
owners and the demise of 
the traditional South African 
mining house have radically 
changed the profile of the 
country’s gold industry. 

JCI, the first black-con- 
trolled mining group and the 
world’s sixth biggest gold 
producer, will be liquidated 
next month by institutional 
investors who have watched 
its share price Call almost 
R50 in 1996 to a low of 
almost R15 last year. 

Its best gold asset. West- 
ern Areas, will form the hub 
of a new, focused producer, 
•TCI Gold, which will acquire 
the gold interests of the cen- 
tury-old mining group later 
this year. 

Gencor, which was the 
country’s second largest 
mining group until it 
demerged its base metals 
operations to form London- 
liked Billiton last June, has 
been transformed into an 
investment holding company 
with fewer than 10 staff. Its 
gold assets were pooled last 
year with Gold Fields of 
South Africa to form a new 
giant. Gold Fields, which 
listed on the Johannesburg 


Stock Exchange in February 
this year. 

This wave of consolidation 
has not been ignored by 
Anglo American, the world’s 
biggest gold producer. It 
plans to merge its diverse 
gold interests into a new, 
focused gold company, 
Anglogold. This is due to list 
in Johannesburg by June. 

In a significant move for 
the mighty conglomerate, 
Anglogold will be a quasi-in- 
dependent company in 
which Anglo American will 
hold a 40 per cent stake. It 
wtU also acquire JCl's HJ 
Joel mine, which Anglo 
American bought back from 
the wreckage of JCI barely a 
year after it disposed of its 
controlling stake in JCI to 
promote black economic 
empowerment 

To these local assets, 
Anglogold intends to add the 
international gold interests 
of Minorco. Anglo Ameri- 
can's Luxembourg-based 
associate. 

The new structures are 
designed to rescue the rat- 
ings of South African gold 
companies, whose assets 
have traditionally been 
undervalued in comparison 
with their international 
peers. By merging individual 
mines into a single listed 
company, buying out minori- 
ties and pooling exploration 
projects with mineral rights 
and interests abroad, the 
new formations aim to 
spread risk and increase 
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monitor redundancies. The 
union also backed down on 
its highly publicised demand 
for a moratorium on further 
job cats. But, despite this 
fragile consensus, shedding 
jobs has become an expen- 
sive process. _ , 

The Basie Conditions of government S 
Employment Act, far exam- view has c han ged 
pie, reduces working hours 


Accent is falling on 
range of incentives 


While still wary of 
extensive tax 
breaks, the 
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bankable reserves. 

The acid test will be their 
appeal to foreign fund man- 
agers, whose appetite for 
South African gold stocks 
has traditionally been sub- 
dued by the complex corpo- 
rate structure of the coun- 
try’s mining finance houses. 

With the gold price close 
to an 18-year low, much 
more needs to be done. Ris- 
ing costs at ageing, deep 
level mines, poor productiv- 
ity in comparison with their 
international rivals, and the 
prospect of radical surgery 
ahead are a powerful deter- 
rent to investors. 

The problems are not new. 
but they are now so acute 
that the industry’s 
long-standing lack of com- 
petitiveness can no longer be 
ignored. Since 1988 the 
industry's average working 
margin has fallen by 84 per 


taw 


cent Its working profit per 
kg was R6.280. 

Over the same period the 
total workforce has shrunk 
from 515,000 to about 298,000. 
Gold output fell to 493 
tonnes last year, its lowest 
level in more than four 
decades. 

Both Gold Fields and 
Anglogold are committed to 
bringing production costs 
below $250 per ounce, a tar- 
get which makes tens of 
thousands at job losses inevi- 
table. “We are in a position 
where we have to cut some 
jobs to save other jobs," says 
Bobby Godsell, Anglogold 
chief executive. 

A recent “crisis summit" 
organised by the National 
Union of Mineworkers 
averted the threat of imme- 
diate strike action in favour 
of an agreement to set tip a 
non-statutory committee to 


in the milling sector from 48 
to 45 hours, increases rates 
of overtime pay and limits 
Sunday working. Although 
an exception is inevitable in 
the case of ywargiwai mines, 
managers no longer enjoy 
the authority of a more pros- 
perous era. 

“I feel like someone walk- 
ing through a river with a 
haversack full of bricks and 
there are more guys trying 
to put bricks in it," says 
Richard Robinson, Gold 
Fields chief executive. 

Even if the present round 
of reforms can resuscitate 
investors' confidence, more 
corporate restructuring is in 
the pipeline. 

As the new gold giants 
seek structures which 
spread risk, they will inad- 
vertently create a new mar- 
ket for marginal producers 
highly geared to the gold 
price. 

A further round of merg- 
ers and acquisitions is likely 
among the most vulnerable 
operations. For example, all 
but three of Gold Fields’ 
min pc have been earmarked 
for disposal 


INDUSTRIAL RELATIONS • by Mark Ashurst 


Changes on the shop floors 


A welter of 
legislation has 
defined a new 
constitution for 
the workplace 

Few places in South Africa 
have felt the impact of 
majority rule more keenly 
than the shop floors of its 
factories. 

Since the African National 
Congress assumed power in 
1994 its allies in the trade 
union movement have prob- 
ably benefited more than 
any other group. 

A welter of legislation, 
beginning with the Labour 
Relations Act of 1996, has 
defined a new constitution 
for the workplace. It has yet 
to win investors* confidence. 

The dismantling of apart- 
heid legislation has brought 
immediate benefits by 
removing many arcane 
labour practices. Industrial 
unrest has declined and pro- 
ductivity is rising faster 
than other indicators. Stop- 
pages due to strikes have 
fallow from 3.1m working 
days in 1992 to 650.000 last 
year, the lowest since 1987. 

The progress has been 
largely discounted in the 
capital markets for three 
reasons. First, the improve- 


ments come off a very low 
base and are based on com- 
parisons with an era when 
political protests routinely 
distorted the labour market 

Second, they are firmly 
based on the cooperation of 
trade unions, whose influ- 
ence has been enshrined in 
statute. Third, there are 
more battles ahead as the 
government prepares to 
implement its most contro- 
versial labour legislation yet 
an Employment Equity BUI. 

The increased influence of 
the Congress of South Afri- 
can Trade Unions, the larg- 
est labour federation, has 
not resulted in higher wage 
settlements. 

Average wage increases 
have outpaced inflation and 
are forecast to continue this 
year at the 1997 level of 9-10 
per emit while inflation falls 
towards 5 per cent But set- 
tlements in unionised sec- 
tors have been consistently 
lower than in those which 
tall outside the new negotia- 
ting framework. 

Stripped of its political 
role, organised labour is 
learning a new pragmatism. 
Rising competition in most 
sectors, and an overall 
reduction in jobs as compa- 
nies adjust to a less pro- 
tected environment, have 
provided an incentive to 


avert industrial action. 

This trend has. been 
encouraged by new statutory 
structures, which require 
industry-wide collective bar- 
gaining to be mandatory in 
most sectors. 

New mechanisms for con- 
ciliation and arbitration 
have reduced the proportion 
of strikes triggered by non- 
wage related issues. Fay dis- 
putes triggered 71 per cent of 
strikes last year compared 
with 57.4 per cent in 1996, 
Settlements have also been 
handled more swiftly as cen- 
tralised bargaining cham- 
bers have removed many of 
the most contentious issues 
from the factory floor. 

Despite this record, the 
relatively sophisticated 
structures inherent in the 
new legislation have been 
widely criticised by business 
as ill-suited to a developing 
country. Correcting the 

worst inefficiencies of apart- 
heid labour practices has 
proved an easier task than 
creating a simple structure 
to please investors. 

A recent report by BOE 
Securities, a Johannesburg 
stockbroker, rates the labour 
market as “an unqualified 
negative" in investors’ per- 
ceptions. 

“The external environ- 
ment is not only reshaping 


economic policy but causing 
a fatalism among policy- 
makers,” says Ebrahim 
Patel, secretary -general of 
the South African Clothing 
and Textile Workers’ Union. 
“Whatever one’s view, the 
labour movement is the 
most articulate exponent of 
an alternative strategy." 

These differences came to 
a bead last year during an 
emotive and largely rhetori- 
cal debate between trade 
unions organised busi- 
ness over the Basic Condi- 
tions of Employment Act. 

The law will impose a 45- 
hour working week, increase 
rates of overtime pay, 
entrench the role of trade 
unions in sectoral bargain- 
ing and introduce statutory 
conditions of employment in 
even the lowest-paid, and 
previously unregulated, 
industries. 

Its sequel, this year's 
Employment Equity Bill, 
will trigger similar antago- 
nism at the National Eco- 
nomic Development and 
Labour Council a tripartite 
body set up to represent the 
interests of labour and busi- 
ness in policymaking. 

The law will compel com- 
panies with more than 50 
staff to draw up plans to 
develop a workforce whose 
racial composition reflects 


that of the country. A gov- 
ernment watchdog will mon- 
itor progress. 

The bill recognises miti- 
gating factors which could 
frustrate efforts to achieve 
these targets. Employers are 
not compelled to fire exist- 
ing staff to make room for 
blacks. 

The unavailability of 
skills, a shrinking labour 
force or lowasthen-expected 
labour turnover will also 
count as valid excuses. But, 
after five years, companies 
deemed not to have tried 
hard enough will face fin** 


When the African National 
Congress first came to power 
in 1994 its policymakers 
reckoned there was little 
need for special incentives 
such as tax holidays or 
export processing zones to 
encourage investment in 
their newborn democracy. 
Sound macroeconomic poli- 
cies, they decided, would be 
enough. 

In the past two years that 
view has changed. The gov- 
ernment does not favour for- 
eign investors over domestic 
ones and remains wary of 
expensive tax breaks, but it 
has devised a range of incen- 
tives. It has also adopted 
strategies to target invest- 
ments in compact Industrial 
Development Zones (IDZs) 
and in much bigger geo- 
graphical areas known as 
Spatial Development Initia- 
tives (SDIs). 

“We have now largely com- 
pleted what we think is a 
reasonable package of incen- 
tives," says Alec Erwin, min- 
ister of trade and industry. 
“The main strategy we take 
is to give priority to the sta- 
bility of the overall macro- 
environment and consis- 
tency of policy. 

“Then we focus mainly an 
what we call the supply-side 
package - research and 
development, innovation and 
the trade-related human 
resource programme, which 
is high-level research and 
training of postgraduates. 
These are matching grant 
schemes. Then the other 
major thrust is incentives 
for small and medium com- 
panies." 

This last category of Incen- 
tives includes tax holidays 
with three tranches of bene- 
fits based on location, indus- 
trial sector and value added 
by labour. 

“Many investments are 
capable of drawing down all 
three of those tranches, plus 
the allowance for accelerated 
depreciation, which gives 
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you a 10 -year tax holiday," 
says Mr Erwin. 

Mr Erwin and his col- 
leagues. however, are find- 
ing it difficult to convince 
the private sector of the 
value of such incentives. 
“Special schemes, and even 
dedicated investment corpo- 
rations like the Industrial 
Development Corporation 
are really all makeshift 
strategies to compensate for 
underlying problems in 
attracting investment on the 
basis of normal capital mar- 
ket forces,” wrote Prof Law- 
rence Schlemmer, a consul- 
tant in a recent report for 
the South African Chamber 
of Business. “Our invest- 
ment incentives are not 
proving to be as successful 
as their designers had 
hoped." 

Professor Schlemmer and 
other critics say South 
Africa's incentives compare 
poorly with those of its com- 
petitors. including the 
emerging economies of east- 
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era Europe. They also sug- 
gest the government could 
do much more to promote 
investment in tourism, a ser- 
vice industry which could 
create 800,000 badly needed 
jobs within a few years. 

Not everyone supports 
Professor Schlemmer's sug- 
gestion that private sector 
companies are appointed as 
agents to manage the SDIs 
and other Investment 
schemes, but most agree 
that the strained relations 
between government azzd 
business over the direction 
of industrial policy need to 
be improved. 

"There is no strategic dia- 
logue between the captains 
of industry and the leaders 
of government,” says Jenny 
Cargill, of the consultancy 
BusinessMap. 

The government, mean- 
while, is pushing ahead with 
its plans to promote develop- 
ment corridors or SDIs 
throughout southern Africa, 
an idea not dissimilar to the 
cross-border “growth trian- 
gles" or “growth areas" of 
south-east Asia. 

Of the dozen that have 
been mooted, the most 
advanced project concerns 
the transport corridor 
between Gauteng, the prov- 
ince around Johannesburg, 
and Maputo in Mozambique. 

The Department of Trade 
and Industry, which co-ordi- 
nates management of the 
SDIs to deal with any prob- 
lems and put’ together 
investment projects, hopes it 
can help create 68,000 jobs in 
four years in nearly 400 pro- 
jects. 
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Invest in the West Coast 

One of South Africa’s Fastest growing regions. 


The West Coast Investment Initiative 
( WCII ) is a partnership between 
government and the private sector 
to attract investment into a region 
rich in industrial opportunities , agri- 
processing, fishing and mariculture , 
tourism and infrastructure development. 

Adjacent to the deepest and largest port in 
Southern Africa, the Saldanha Industrial 
Development Zone will offer a one stop 
investor-friendly infrastructure, sound 
labour relations, generous tax haven 
holidays and incentives for world class 
technology to ensure continued 
environmental integrity. 


Contact: 


Dr L F Platzky, Project Manager 
Department of Trade & Industry 
PO Box 979 
Cape Town 8001 
South Africa 

Thi: (27 2114834141 

Fax: (27 21)483 4722 

E-mail: westeoast@sdl.otg.za 

Website: http://www.wesico3sLorg^_ 



INVEST IN CAPITAL MARKET BONDS 


TRANSNET- AN INVESTMENT OPPORTUNITY IN SOUTH AFRICA 

This advertisement is directed at professional investors only 


fTtransnet 
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Limited is one of tee world's largest 
transport conglomerates. As such, it plays a vital 
tee economy of South Africa, it is a 
thriving multi-modal transport company built on 
tee principles of excellence. Transnet is worth R40 
925 mSiion ($ 8234 m®on) to total operating assets 
and it has a workforce of 1 10 358 employees. 

The capital intensive nature of the business Transnet 
operates, as we8 as tee sheer size of tee operation, 
necessitate a so ph isticated approach to tee financing 
of the business. This function is executed by a 
centraBsed Treasury division with tee mandate to raise 
funds in bote the domestic and international financial 
markets. 

Transnefs borrowing rationale is centred around 
upgrading and expanding Hs infrastructure and asset 
base, it does this with due regard to the returns which 
can be generated from its investments, as wefl as the 
economic consequences for both Transnet and South 
Africa. In managing the financial risks of Transnet, one 
of the functions of the Treasury division is to ensure 
that the maturity of fixed assets and related liabilities 
doseJy coincide. As such, the Treasury division is 
tasked with maintaining a wide spectrum of funding 
instruments suitable to service tee needs of the 
operating divisions and subsidiaries of Transnet and, 
therefore, the need for new bonds to be issued arises 
from time to time. 

Wrih the South African Government as the sole 
shareholder, all Transnet bonds are imconditionaUy 
and irrevocably guaranteed by tee Government as to 
the payment of interest and repayment of principal. 
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Transnet Domestic Rand Denominated Bonds 
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12.5% 
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7.5% 

ZAT004= 

5644 
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16.5% 
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8533 


Regarding dealing in Transnet bonds, two way prices 
may be obtained directly from tee Transnet dealing 
room. Competitive trading spreads are available from 
odd lot denominations up to R100 million nominal per 
trade. In essence, an investment In Transnet wiR 
render just, if not excellent value to any investment 
portfolio. 

Dealing room telephone no. +27 (0}11 488-7586/89 


For further information please contact us at : 
TRANSNET TREASURY - B.3.63 

P.O. BOX 32590 

2017 Braamfonteln 

South Africa 

Fax: +27 (0)11 488-7448 

Email : fmaix^transnetcoza 
Internet : http*J/www.tnetco.za 
Bloomberg Mail: Elmarie Thom 

Name 


Address 

Postal code 

Town/Citv 

Country 

Tel Fax 

Email. 
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INVESTING IN SOUTH AFRICA 


WESTERN CAPE • by Victor Mallet 
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Fresh start for sleepy Cape Town 


Robust economic 
performance puts 
city and province 
at forefront of 
investor interest 

Cape Town in the 1980s had 
a well-deserved reputation as 
a sleepy backwater far busi- 
ness, but in the 1990s the 
city and the Western Cape 
province as a whole have 
prospered and grown. 

Streets In the city centre 
that were once almost empty 
are now thronged with tour- 
ists, buskers and hawkers In 
the suburbs, South Africans 
and foreigners are investing 
in industry and property. 

For Peter Pullen, a direc- 
tor of the Western Cape 
Investment and Trade Pro- 
motion Agency fWesgro), 
there is one overriding rea- 
son for the region's success. 
"We are lucky that we never 
relied on minerals.*’ he says. 

“The Western Cape is still 
the fastest growing province. 
One of the major plus factors 
is that we don't suffer from 
the minerals curse.* 1 
Whereas Johannesburg 
anil the mining communities 
of Gauteng and Free State 
provinces have been hard hit 
by the sharp foil in the price 
of gold, the Western Cape 
has enjoyed a surge In tour- 
ism and benefited from 
increased exports of wine, 
deciduous fruit and other 
products since the end of 
apartheid and the lifting of 
economic sanctions against 
South Africa. 

“Tourism figures really 
skyrocketed,'' says Mr Pul- 
len. The area h«g unmistak- 
able attractions, including a 
Mediterranean climate, the 
wine country around Stellen- 
bosch with its whitewashed 
Cape Dutch farmhouses, the 
beach resorts and whale- 
watching expeditions of 
False Bay and the Cape of 
Good Hope itself. 

Cape Town lost to Athens 
in its bid to host the 2004 
Olympic Games, but the 


Western Gape share index 
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campaign raised the city's 
international profile and the 
region's climate and natural 
beauty are nurturing a fast- 
growing film production 
industry. 

Investors have struggled 
to keep up with demand for 
a rapid expansion of tourism 
and other service industries. 
The Victoria and Alfred 
waterfront, previously a 
quiet comer of the commer- 
cial port with a single res- 
taurant, has been redevel- 
oped and draws thousands of 
visitors to its new hotels, 
cafes, bars and boat- trip 
companies. 

Nearby, four large hotels 
are to be built on the site of 
an old power station. The 
overstretched airport is 
being expanded and the 
cable car system taking tour- 
ists to the top of Table 


Mountain has had its capac- 
ity more than tripled to 900 
people an hour. 

Money is pouring into the 
Western Cape, not just from 
overseas but from other 
parts of the country. Mr Pul- 
len and other Western Cape 
officials, however, are reluc- 
tant to boast about a trend 
that has become a matter of 
extreme political sensitivity. 

So many wealthy white 
South Africans are fleeing 
Johannesburg because of its 
high crime rate for Cape 
Town and the vineyards 
around it that the migration 
has been dubbed “the grape 
escape”. 

Furniture removal vans 
arrive frill In the Cape penin- 
sula and return empty to 
Gauteng. Even those who 
continue to work in Johan- 
nesburg have sometimes 


chosen to move their fami- 
lies to the Cape and com- 
mute. 

The migration is an 
embarrassment and irrita- 
tion for the ruling African 
National Congress, not least 
because the Western Cape is 
the only provincial govern- 
ment controlled by the oppo- 
sition National Party, the 
party that devised apartheid. 

Cape Town is the least 
"African" of South African 
cities. Whites and Coloureds 
- the mixed race people - 
outnumber the Africans who 
have migrated from the 
Eastern Cape. 

The ANC does not want 
the region to turn into an 
enclave of resentful whites. 
To make matters worse for 
the government, many col- 
oureds are fearful of black 
rule and support the NP, 
which is now a multi- 
racial party, albeit one still 
dominated by whites. 

ANC leaders, many of 
whom feel uncomfortable in 
Cape Town's political and 
social atmosphere, are even 
considering the possibility' of 
moving parliament from 
Cape Town to Gauteng. At 
present government officials 
have to travel frequently 
between Cape Town and the 
capital Pretoria. 

Whatever the political 
implications, the Influx of 
South African migrants and 
foreign visitors has helped 
the local economy. Unem- 
ployment in the Western 
Cape is estimated to be 
about 17 per cent of the 
workforce, substantially 
lower than the national fig- 
ure of 20-30 per cent 

The region's economy has 
been growing at about 4 per 
cent a year, and it accounts 
for 14 per cent of the coun- 
try's gross domestic product 
despite having only 
10 per cent of the popu- 
lation. 

Property prices have risen 
sharply and several develop- 
ment projects are under 
way. One of the biggest is 
Century City, which is 


expected to incorporate 
South Africa’s largest shop- 
ping centre. 

On the industrial front, 
work has started on the 
R&5bn high-technology Cap- 
ricorn industrial park near 
Muizenberg, where the first 
significant tenant is a joint 
venture between Sasol and 
Plessey that will make elec- 
tronic systems for detona- 
tors in the FifP 1n g industry. 

The Western Cape's rela- 
tively robust economic per- 
formance when compared 
with other provinces does 
not necessarily make it a 
business paradise. Crime is 
not exclusively a Johannes- 
burg problem, and the poor 
districts on the Cape Flats, 
behind Table Mountain, 
have recently been hit by 
gang violence. 

Away from Cape Town, 
some areas of the province 
have been neglected since 
the 1960s. The quality of 
school education is often 
poor and local white busi- 
nessmen, protected for years 


in isolated markets behind 
high tariff barriers do not 
always welcome the cold 
winds of global competition 
as the economy opens up to 
international trade. 

One such neglected area 
around Saldanha Bay, north 
of Cape Town on the Atlan- 
tic coast, is the focus for one 
of the government's Spatial 
Development Initiatives. The 
West Coast Development Ini- 
tiative, centred on a R6.8bn 
steel plant to be finished this 
year, aims to create jobs and 
increase exports in sectors 
as diverse as tourism, fish- 
ing, seaweed forming, and 
heavy industry by exploiting 
the area’s underutilised 
labour and transport infra- 
structure. 

La urine Platsky, project 
manager, hopes to achieve 
tf ywy wfrrm without T rta * r * rl g 
the environmental mistakes 
that sometimes accompany 
rapid industrialisation in 
export processing zones. 

"We are very strict about 
what kind of technology we 
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The waterfront is a tourist attraction 
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ose.” she says. "We want 
only the best We want to 
leapfrog the dirty EFZ-style 

stuff of the Far East" 

For all the government's 
reservations about the racial 
make-up and the predomi- 
nantly Afrikaans-speaking 
society of the Western Cape, 
its leaders have thrown their 
weight behind the efforts to 
increase foreign and local 
inve s tme n t in the region. 

Nelson Mandela, president 


CAR INDUSTRY • by Tony Jackson 
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Manufacturers 
have to overcome 
the legacy of poor 
regulation ana 
prohibitive tariffs 

South Africa's car industry 
shows the legacy of apart- 
heid, in microcosm. Manu- 
facturers are striving, with 
fair success, to correct the 
inefficiencies caused by tar- 
iff protection and cack- 
handed regulation. But effi- 
ciency must be accompanied 
by growth: otherwise, there 
will be job losses on a politi- 
cally unacceptable scale. 

The earliest car assembly 
plants In South Africa date 
back to the 1930s. However, 
it was in the late 1950s that 


the government identified 
the sector as central to its 
industrial policy. 

Christoph Kfipke, head of 
Mercedes-Benz of . South 
Africa and president of the 
National Association of 
Automobile Manufacturers 
of South Africa, says “previ- 
ously, there were good engi- 
neering «wn« in mining, but 
otherwise the economy was 
based on agriculture. The 
government decided the 
localisation of the car Indus- 
try would start the indus- 
trial base". 

The distortions this caused 
were predictable. Rules were 
set on local content, mea- 
sured at first by weight. So 
the components industry 
concentrated on m akin g 
heavy parts, mostly charac- 
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tensed by law technology. 

That particular distortion 
was corrected by a switch to 
value-based content at the 
end of the 1980 s. More dam- 
agingly, the tariff on 
imported vehicles remained 
prohibitive, running at 115 
per cent when the new gov- 
ernment took over in 1994. 

This had two effects. First, 
the industry became highly 
fragmented, with short pro- 
duction runs and a prolifera- 
tion of models. And because 
car prices typically rose fes- 
ter than inflation, domestic 
demand was suppressed. 

hi 1995, the situation was 
addressed by the so-called 
Motor Industry Development 
Programme, hammered out 
jointly by government, man- 
ufacturers and trade unions. 
Local content rules were 
relaxed. The tariff on 
imported vehicles is down to 
70 per cent, and is due to fell 
to 40 per cent by 3002. 

One obvious result has 
been downward pressure on 
prices charged by domestic 
manufacturers. At first, 
demand responded sharply, 
with light vehicle sales up 
from 300,000 in 1994 to 
400,000 in 1996. Thereafter, 
demand has sagged along 
with the weakness in the 
domestic economy. 

How have foreign manu- 
facturers reacted to the new 
regime? This has varied with 
their starting point. In broad 
terms, the Americans left 
South Africa in the apart- 
heid years: the Japanese 
never arrived: and the Ger- 
mans stayed on. 

Since 1994, General Motors 
and Ford have re-entered the 
market. Toyota and Nissan 
have taken equity stakes, for 
the first time, in the local 
companies that bear their 
name. 

BMW plans to expand pro- 
duction by some 250 per 
cent, and to increase exports 
from a sharply reduced 
range of models. Mercedes- 
Benz, which has been major- 
ity owned by Daimler Benz 
of Germany since 1984, has 
Increased its exports from 
R2Qm in 1989 to a forecast 
Rlbn this year, in built-up 
vehicles and parts. 

Daimler Benz has also 
broadened its activities from 
carmaking to financial ser- 
vices, technology consul- 
tancy and aerospace. Accord- 
ing to Mr KOpke, it has 
thereby created 1,000 jobs 
outside the auto industry in 
South Africa. 

One effect of all this has 
been a sharp rise in the 
industry's exports, based 
almost entirely on compo- 
nents. In 1996 exports of 
built-up vehicles were worth 
Hound RSOOm, little changed 
from 1994. But in those two 

years component exports 
doubled to R4bn. 

If that sounds impressive, 
there is a caveat The two 
main components were 
leather seat covers and cata- 
lytic converters, accounting 
for 31 per cent and 12 per 
cent of the total respectively. 

In other words, the indus- 
try is capitalising on raw 
materials rather than tech- 
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nology. South T Afri£ai&j: '?£■ 
leather is of vmy high ipiRfr 
ity, so that Mercedes; 

for instance, uses It 

almost all its bars wi&t!jd- T 

wide. As for ratals^ 

verters. South Africa f ; 

tributes the platfmmr, y • 

coating, while the tricky 

- the ceramic honeycombs Air A ' ■' • 

are made elsewhere. - - 

The question is how toe- - ' 

cessful the new regime - the 
MIDP - 
van 

at Toyota 
market leader - gives it. 
mixed review. . . ; - . u. 

"The MIDP a tow* tp 

vehicles more affofdahla’Vha" AA : ' 

says, "and that happened. ■ 

There has been a 10 per u . 

real reduction over the T 
three years. And it aimed to'. ; 

promote exports, winch has ’A A • 
also happened, including to ; -• A- -. v 
CBUs (completely boilt-mgr A -v- i>'v- 
unite)." '.%•*•' . . 
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Another crucial element*" . 
though, was to rationalise V 
models and achieve econo- \.J :m 4 
mies of scales Here, Mr van .-'--r ^ 

Zyl says, much remains 4o - 
be done. It is also unclear *io- -AA 
bow far the MIDP is succeed-' ‘ 
ing in safeguarding jobs -and ' 

developing skills in toe =-7-- 
workforce. So far, at least, A.VAA’ V; 
employment in the industry 
is down. 

Anthony Black, an econ» 
mist at the University aT-a 
Cape Town and an adviser to 
the government on the 
motor industry, also gives 
the industry a mixed review. * 
Investment in assembly 
plants, he says, is not cm the - 
scale of other developing - 
economies such as Brazil. 

The industry is still ;• 
insufficiently mechanised, 
and there are too many mod- 
els. 

“I'd be generally very posi- 
tive about the outlook, but • • 
there are some negative fac- 
tors", he says. “There has - 
been limited rationalisation. \ 

And there have been limited 
exports of CBUs. Though 
they were up 70 per cent last 
year, it was from a small 
base.” 

Finally, he points out, the 
industry's profitability is 
under pressure as a result of 
greater competition and the 
economic downturn. 

Between 1993 and 1995, - 
aggregate profit for the 
industry quadrupled from 
RSOOm to R2brL In 1996- it 
slumped back to RSOOm 
again. 

But it would not do to be 
too pessimistic. After all, 
investment in the industry 
has risen sharply: in assem- 
bly, from under RSOOm in 
1994 to over Rlbn in 1996. In 
components, though a com- • 

Parable figure is not avail- 
able, the rate of growth has 
been fester still. 

And as the optimists point 
out. the future need not lie 
with massive assembly 
plants. “Fifteen years ago” 

Mr KOpke says, “you would 
not have built an auto plant 

I2SL a ca Pacity below 
2S0,Q°0. The Japanese took 
tnat down to 100,000, the 
Germans to 60,000. That 
atarts to look interesting for 
us here in South Africaf" 
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